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WORLD NEWS 

Populist Estrada 
seems set lor 
poll victory 
in Philippines 

. Former film star Joseph “Erap" 
Estrada, the popuBst Phfflpplne 
vice-president with a self-con- 
fessed history of hard drinking and 
womanising, last night looked set 
to replace Fidel Ramos as the next 
president, according to early elec- 
tion returns and exit pods. Unoffi- 
cial returns indicated Mr Estrada 
had established a commanding 
lead over adm i n is t ra t i on candidate 
Jos£ de Venecia. Page 20 

EUand US argon over aviation 
A war of words between Brussels 
and Washington over the regula- 
tion of transatlantic aviation 
affiances worsened when the Euro- 
pean Commission hit back at US 
allegations that It risked pushing 
up fares. Page 7 

BRD front-nmner named 

Horst KQhler, a former German 
financial official, emerged as the 
front-runner for the presidency of 
the European Bank for Reconstruc- 
tion and Development. Page 2 

S African car exports boost 
South African vehicle exports wiU 
Increase fourfold next year since 
VW of South Africa has been 
asked by its German parent com- 
pany to supply R5bn ($1bn) worth 
of Golfs to the UK. Page 7 

Vorapnmg rfim* bjotechnft 
Germany's largest car makers are 
pfenning to combine forces with 
energy companies end the govern- 
ment In the development of more 
fuel-efficient and environ ment- 
friendty vehicles. Page 3 

freak-bank ratals strike 

Workers at state-controlled banks 
In Greeca staged a one-day strike 
In protest at the government's plan 
to privatise the second biggest 
commercial banking group, Ionian 
Bank. Page 2 

Kosovo patrol attacked . 

Albanian rebels ai Serbia’s Kosovo 
provtnce^ttEfcfced e ppOcaspatforr 1 
nearfoe tagtonai capital of Pristina, 
raising fears foafcthe cxKifBct wSl 

spread torn rural areas. Page 4 

Pilots WacWbtScWpol 

Ifalpa, the international airline 
pilots' association, fas put Schip- 
hoi airport on a safety btecWbt, ' 
saying measures to Dmlt .nofee can 
make it dangerous. Page 4 

UK beef exports boost 

European Union farm ministers will 
next month consider ending a ban 
on beef exports from mainland 
Britain, raising hopes that exports 
could start later this year. Page 12 

Risk bora food Imparts > 

Increasing food imports Into foe 
US has exposed Americans to 
more than 81m cases of foodbome 
ffiness each year, according to a 
report by Congress’s General 
Accounting Office. Page 7 

E0 and Poland cBsagree 
A disagreement over Poland's 
management of European Union 
aid funds Is threatening to sour 
relations after the stmt of Poland's 
membership talks. Page 3 - 

ban appeals to tstamic states 
Iren, fighting US attempts to isofate 
ft. is wooing the former Soviet 
republics of the OS-rich Caspian 
region by appealing to thek Islamic 
■bats! Page 5 ' 

EU natural gas tirecfto 

European Union energy ministers 
formally adopted a directive forcing 
BJ states to open a third of foe - 
EU’s $ 10 Qbt*-a-year natural gas 
supply market to competition. 

Page 4 


BUSINESS NEWS 


$57BN MERGER OF US LOCAL TELEPHONE COMPANIES SPARKS COMPETITION CONCERNS 


DuPont to sell off 
Conoco oil and gas 
business to focus on 
life science deals 

DuPont US chemicals group, is to 
dispose of its mainstay Conoco off 
and gas business and spend the 
proceeds on expanding its Bfe sci- 
ence operations. Divestiture w#I 
start wtth an initial pubtic offering 
fob year of 20 per cent of foe 
world's ninth largest oH producer. 
Page 21; Lea; Page 20 

Cndtt Suisse First Boston, 

Swiss- American investment bank, 
is dose to agreeing foe acquisition 
of Banco Gararrtia, BnadTs leading 
investment bank, in a deal expec- 
ted to be worth more than $1bn. 
Page 23 

KHP BT, Dutch packaging and 
distribution grotto, agreed a 
FV 3 Abn (Si .Ton) sale of its pack- 
aging division to C VC and Cfnven, 
UK venture capital companies. 
Page 21 

Hans-Joerg Rudolf, one of the 
architects of the euromarkets, has 
been appointed de facto chairman 
of Barclays Capital, investment arm 
of the UK bank. Page .21; 
Observer, Page 19 

PPG liitBffiafionaJ. US paints and 
glass group, has joined forces with 
Donaldson, Lufkin & Jenrette, US 
Investment bank, to counter Akzo 
Nobel's £1 .83bn ($3bn) agreed bid 
for Courtauids, UK coatings, fibres 
and chemicals maker. Page 21; 
Lex, Page 20 

Endesa, Spanish power group that 
wifi be fully privatised next month 
in a Pta1,366bn ($9.1 bn) offering, 
is to cut its labour force by 36 per 
cent over four years. Page 24 . 

Esprit Tetecoa, one of the fastest 
growing of Europe’s alternative 
telecoms operators, is to buy Plus- 
net, a subsicfiary of Thyssen. rva - 
DM31 5m ($1 78m) deal. Pago 2B . 

SGS-Thonwon Mkroeteciranics, 

European ^semiconductor manufac- 
turer.isto spend Slbn.on new 
-plants in Franco and Italy. Pago 24 

tatet, LB mfcroprocessor group. . 
opened Europe’s first advanced 
processor production tecfory in 
Lelxflp, Iretehd, ata costof$1Jbn. 

Fidelity bi ve rtme ats, foe US fund 
manage m ent group, is to enter foe 
Austrafien market through a tie-up 
with trustee company Perpetual 
Funds Management Page 22 

Insist, Canadian mining company, 
soM Its 50 par cent stake in the 
Antamina copper/zinc project in - 
Pare for C$70m ($49m)- Pago 24 

Indonesia's latest ayeemont with 
Its international bank creditors 
marks a “significant achievement" 
which should underpin the rupiah, 
according to the International Mon- 
etary Fund- Page 6 

Seoul's stock market feO by 3^ per 
cent to a 1998 low of 361.58 
points as Moody's Investor Ser- 
vice. the US credit agency, down- 
graded the ratings of 19 South 
Korean banks. Page 6 

Angtovaal, South African mining 
and industrial conglomerate, 
announced a long-awaited 
restructuring which win end 65 
years of control by foe Menell and 
Hersov famffles. Pago 21; Lex. 

Page 20 
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Fears over SBC-Ameritech deal 


By fifchanl Waters ia Hew York and 
Richard Woffle in Washington 


The planned $57bn merger of 
SBC finmm nn iratinnt anri Amerl- 
tech, two cf the biggest US local 
telephone companies, ran into 
immediate political turbulence in 
Washington - yesterday hours 
after it was unveiled yesterday. 

The all-stock takeover would 
leave SBC, a company based in 
San Antonio, Texas, with a stock 
market value of more than 
$l20bn, a third larger than AT&T, 
its next biggest rival. It would 
also give it around a third of the 
$ 100 bn market for local calls, the 
most profitable part of the US 
telecoms Industry. 

Hie plan, which would mark 
the latest in a string of giant cor- 
porate mergers since Congress 
passed a landmark telecommuni- 
cations law two years ago, was 
greeted with concern on Capitol 
HTU- John Mrftim, chair man of 


the senate commerce committee, 
said: "Companies consolidate 
when they cannot compete, and 
consolidation without competi- 
tion can hurt consumers.” 

The acquisition of Chicago 
based Ameritecb echoes the 
$66bn combination of Nations- 
Bank and BankAm erica, a simi- 
lar union between two regional 
giants to form a company with 
the muscle and reach to compete 
nationally in the US and, increas- 
ingly, internationally. 

Edward Whitacre, SBC chair- 
man, said the wave of mergers in 
the telecoms industry was likely 
to leave “a limited number of 
national and international opera- 
tors”. Richard Notebaert, Amen- 
tech chairman, added that the 
combination would create “a 
global growth platform” that 
would leave the two in a stronger 
position to take on rivals in other 
markets around the world. 

SBC has already turned itself 


into the largest of the five US 
Baby Bells, or local exchange 
companies, through the acquisi- 
tion last year of Pacific Telesis. 
the local carrier In most of Calif- 
ornia. By adding Ameritecb. it 
would extend to 13 states. 

Mr Whitacre denied the deal 
amounted to a reassembly of the 
national Bell system, which was 
broken apart under a consent 
decree between AT&T and the 
Justice Deparment 15 years ago. 
That agreement created seven 
BeD companies in the local mar- 
ket, leaving AT&T in the 
national long-distance business. 

Mr McCain called yesterday for 
an overhaul of the legislation 
that was meant to open local tele- 
phone markets to competition. 

In an apparent attempt to calm 
concerns in Washington, Mr Whi- 
tacre also announced a plan to 
attack the local telecom markets 
in 30 cities outside the regions 
served by the two companies. 


Stock markets heartened by US mergers 


World stock markets took heart from 
the wave of mergers and 
restructurings in the US. with the 
Dow Jones Industrial Average gaining 
more than 100 points in the first few 
minutes of trading on Wall Street 
writes Philip Coggan. 

By 1pm New York time, the Dow 
was 81 21 points higher at 9,136 36. 

European markets were lifted by 
Wall Street's perfor ma nce and by a 


steady day on Asian bourses, where 
Tokyo stocks were encouraged by 
the proposed link between motor 
groups Nissan and Daimler-Benz. 

In Paris, the CAC 40 index closed 
above 4,000 tor the Tost time, while 
Helsinki and Stockholm also set 
all-time highs. 

In London, the FTSE 100 index 
regained the 6.000 level, rising 58.5 
to 6,028.3. World stocks. Page 42 


The share prices of other Bells 
thought to be potential takeover 
candidates rose yesterday as Wall 
Street anticipated a continuation 
of the merger wave. ITS West, 
whose territory in the Rocky 
Mountain states is surrounded by 
SBC and Ameritech. has long 
been seen as a natural extension 
for SBC. BellSouth, which domi- 
nates the South East, and GTE. a 


large independent carrier, also 
both rose sharply. 

SBC's stock rose S3 yesterday 
morning, to S-I6 T «. while its 
shares fell $2 to $39 1J on con- 
cerns about the likely dilution to 
its earnings per share. 

international reach, Page 23 
Trying to connect you. Page 19 
Lex, Page 20 


A fistful of brand new euros 



Ftatch.finarice mMstar Domimaie Streusa-Katan holds some of foe first euro 
cate as they are minted in Panac. Between now and the end of 2001 foe 11 
European Union countries to the euro-zone produce 7Dbn coins, which go 
into drcutationin ptece of national currencies in 2002. Page 20 Retire: Reuters 
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Indian nuclear tests 
may draw US sanctions 


By Amy Louise Kazmin in New Dafei 
aad Farftan Bokhaitin Islamabad 


India yesterday carried out its 
first nuclear tests fca: 24 years, 
provoking a robust response from 
Pakistan gnd raising the possibil- 
ity of US sanctions. 

Atal Behari Vajpayee, prime 
minister of the Hindu nationalist- 
led government, said there had 
been three riests in the western 
desert state' of Rajasthan. They 
involved a fission device of the 
type that can he used as a tacti- 
cal nuclear weapon, a low yield 
device, and a thermo-nuclear 
device. : - 

Mr Vajpayee said there had 
been’ no release of radioactivity 
into the: atmosphere: 

Professor Norman Dombey, 
professor -at theoretical physics at 
Sussex university in England, 
said the fission device tested yes- 
terday was probably a trigger for 
a thermonuclear weapon. 

- Gauhar Ayub iQian , Pakistan’s 
foreign minister, told parliament 
“Pakistan’s defence will be. made 
impregnable against any .Indian 
threat, nuclear or conventional" 
He stopped short of saying 
whether Pakistan would foDow 
India with a nuclear test of its 
own, but said: “Pakistan reserves 
the right to take all appropriate 
measures for ite security.” 

Last month, Pakistan’s top 
nuclear scientist, Abdul Qadeer 
Khan , said Pakistan could con- 
duct a nsdear test and scientists 
were only waiting for govern- 


ment instructions to do so. 

- ‘ China’s state news agency 
reported the tests but there was 
no official response. Last week 
Beijing reacted angrily to com- 
ments by George Fernandes, 
. India’s defence minister, that 
China was India’s chief s tr ate g i c 
threat 

The White House said it was 
“deeply disappointed’’. India’s 
tests will almost certainly draw 
economic sanctions from the US. 
Under an American non-nuclear 
proliferation law, Washington is 
mandated to halt all bilateral aid 
to any non-nuclear weapons 
power that conducts a nuclear 

test 

India and Pakistan have fought 
three wars since partition 50 
years ago. Last month, Pakistan 
test-fired a medium range missile 
with a 1500km range. 

India exploded its first nuclear 
device in 1974. No farther tests 
have been conducted since then. 
India has refused to sign the 
Comprehensive Test Ban Treaty, 

’ on the grounds that it would 
create a nuclear “apartheid”, 
dividing the world between 
nuclear powers and non-nuclear 
states. 

The Bharatiya Janata party, 
which came to power at the head 
of a fractious coalition in March, 
had declared in its election mani- 
festo that it reserved the right to 
introduce nuclear weapons. 

Etfitoriai Comment, Page 19 
Setback to curbs, Page 6 
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Daimler in talks on buying 
stake in Nissan truck unit 


By Paal Abrahams bi Tokyo and 
Haig SbaoufeD In Detroit 

Daimler-Benz and Nissan 
yesterday said they were in nego- 
tiations . that could lead to the 
German industrial group acquir- 
ing up to 33-4 per cent of Nissan 
Diesel, Japan’s fourth-largest 
truckmaker. 

The move would give Daimler- 
Benz effective control of Nissan 
Diesel, the quoted subsidiary of 
the Nissan motor group which 
has 19 per cent of the Japanese 
truck market and operations in 
China and the Middle EasL 

The news of the talks follows 
last week's announcement of 
Daimler-Benz’s merger with 
Chrysler of the US. ' 

A deal would be one of the 
mast important acquisitions by a 
foreign group of a Japanese 
industrial company. It would 
demonstrate an increased will- 
ingness among Japanese corpora- 
tions to sell assets overseas and 
could herald similar moves by 
foreign buyers. About 40 per cent 
of the main section of the Tokyo 
stock exchange Is trading below 
book value. 

A sale of most of Nissan's stake 
in Nissan Diesel wonld be 
unhkely to raise large amounts 



of cash. The subsidiary's market 


Jfirgen Schrempp: tuning could 
be a few weeks or a few months 

capitalisation last Friday, before 
rumours of the deal hit the mar- 
ket, was V37.7bn (S284m). 

The group is heavily indebted, 
as are some of its dealerships. 
Nissan Diesel is expected to post 
net losses of Y2bn this financial 
year on sales of Y298bn. 

Daimler-Benz said the talks 
might not necessarily end in tt 
taking a stake. Negotiations had 
also covered shared infrastruc- 
ture, dealer networks and compo- 
nents. The project could also 
involve Joint vehicle projects at a 


later stage. In an interview, Jur- 
gen Schrempp, Daimler-Benz 
chairman, said the discussions 
were well advanced, but had not 
ended. 

“The timing could be anything 
from a few weeks to a few' 
months. But if it doesn't happen 
within this year, it won’t happen 
at alL” he said. 

The Nissan group's current 
poor profitability is a problem 
because its big UK and US pro- 
duction expansions have left it 
with huge debts of about 
Y4,QQ0bn. 

Co-operation between Japanese 
and European commercial 
vehicle makers has been increas- 
ing in recent months. Volvo, a 
leading maker of heavy trucks, 
and Mitsubishi have announced 
plans to co-operate on compo- 
nents and on developing medium- 
weight trucks. Isuzu. another 
leading Japanese trucks group, in 
which General Motors of the US 
has a big stake, last year started 
building light trucks under con- 
tract at Ley land Trucks in the 
UK. The future or that agreement 
has been called into question 
after last month's acquisition of 
Leyland Trucks by Paccar, the 
big US truckmaker. 

Observer, Page 19 
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German in lead to head EBRD 


By Stefan Wagstyf and Cftarfes 
Clover io Kiev 

Horst KfihJer, a former 
senior German financial offi- 
cial, emerged yesterday as 
the front-runner for the pres- 
idency of the European Bank 
for Reconstruction and 
DevelopmenL 

Mr K Shier, chairman of 
Deutscher Sparkassen und 
Giroverband, the association 
of savings and loans institu- 
tions. was expected to be 
nominated as a candidate by 
the German government 
soon, possibly before the 
EBRO ends its annual meet- 
ing In Kiev today. 

His three leading rivals 
have already been officially 
nominated by their govern- 
ments: Philippe Lagayette of 
Prance, the former head of 
Caisse des D6p6ts et Consig- 
nations. Pedro Solbes, a for- 
mer Spanish finance minis- 
ter. and Paolo Savona, a 
former Italian industry min- 
ister. 

France has promoted Mr 
Lagayette strongly since last 
summer, when the bank 
started looking for a succes- 
sor to Jacques de Larostere, 
another Frenchman, who 
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retired in January. But the 
angry reaction from many 
European Union states to 
France's behaviour in the 
dispute over the presidency 
of the future European Cen- 
tral Bank seems to have per- 
suaded Paris to cool its cam- 
paign for Mr Lagayette. 

A French official in Kiev 
said the new EBRD presi- 
dent had to be competent 
but he did not have to be 
French. German officials 
declined to name Mr KOhler 
but said they would nomi- 
nate a “strong candidate”. 

Klaus Regling, Germany's 
chief representative at the 
Kiev meeting, said: “There is 
nothing in the EBRD charter 
which says it must be a 
Frenchman." 

EU countries hope to settle 
the EBRD presidency 
promptly to make up for 
their embarrassment over 
the ECB. Britain, as currrent 
EU president, is co-ordinat- 
ing the discussions with a 
view to declaring a common 
EU candidate at the next EU 
finance minis ters' meeting 
on May 19. This candidate 
would be put to the EBRD 
board. Other EBRD member 
governments would also be 





Jacques de Laroettre, former EBRD president, Philippa Maystadt, board chairman, and President 
Leonid Kuchma of Ukraaie, where the annual meeting is taking ptsce Reuters 


free to nominate candidates 
but in practice the EU. with 
a majority of votes, would 
almost certainly secure the 
appointment of its candi- 
date. 

Success for Mr Kdhler 
would mark a diplomatic 
coup for Germany, which 
since the second world war 
lias rarely held tbe top jobs 
at big international institu- 
tions. However, it has played 
a growing economic role in 


eastern Europe in the 1990s. 

An important early task 
for the new president will be 
reconciling arguments 
among tbe EBRD's share- 
holder countries about the 
future direction of lending. 

The US, tbe UK and Ger- 
many yesterday urged the 
h ank to concentrate on 
expanding lending in Russia 
and other former Soviet 
republics instead of the more 
advanced economies of cen- 


Czech securities watchdog 
starts to bare its teeth 


‘Foreigners see us as a den of thieves and 
I want to do something about it,’ says Jan 
Muller, the commission’s new chief. Stefan 
Wagstyl and Robert Anderson report 


H is budget is so small 
that he has to provide 
his own fax and mobile 
phone. But in his first 
month, Jan MOller, chair- 
man of tbe newly created 
Czech Securities Commis- 
sion. has already made a big 
impact on the country's 
scandal-ridden financial 
markets. 

Pressure from the commis- 
sion last month led to the 
resignation of Jiri Franc, the 
general secretary of the 
Prague Stock Exchange. 


While Mr Franc had not 
been accused of any impro- 
priety, commission officials 
indicated they wanted a new 
man at tha helm. 

The commission has also 
Intervened in a dispute 
between the exchange and 
two of its biggest members. 
Atlantik Financial Markets 
and BH Securities. The bro- 
kers are challenging the 
bourse's decision to suspend 
them Tor six months for 
alleged misuse of clients’ 
funds and for off-exchange 


trading. Separately, the 
Securities Commission has 
frozen the h ank accounts 
connected with two invest- 
ment funds following allega- 
tions that the managers 
were involved in asset-strip- 
ping at the expense of client 
investors. 

Mr MftUer is under no illu- 
sions about how difficult it 
will be to restore the bat- 
tered reputation of Prague's 
financial markets. Once for- 
eign investors' favourite east 
European destination, 
Prague has in the last two 
years been swamped with 
allegations of insider deal- 
ing, asset-stripping, and less 
than transparent pricing. 
Government efforts to 


tral Europe. Mr Regling told 
the meeting that the EBRD 
should focus on countries in 
the early stage of transition 
where risks were often high 
for commercial banks. 

“After all, this is what jus- 
tifies its existence as an offi- 
cial multilateral institution." 

However, other continen- 
tal countries. led by France, 
warned against concentrat- 
ing the bank's funds in high- 
risk states. 


launch a clean-up. which 
started last year, have been 
hampered by political oppo- 
sition from friends of the 
financial dealers who have 
benefited most from the lack 
of regulation. 

Mr Muller, a vocal critic of 
Czech regulation, said only a 
sense of duty persuaded him 
to give up his well paid job 
at a German bank to head 
the commission. “I know for- 
eigners see us as a den of 
thieves and I want to do 
something about it. But I 
have negligible power to reg- 
ulate the market" 

At the root of tbe trouble 
is the chaotic ownership 
structure which emerged 
from the mass privatisation 
programme of the early 
1990s, in which millions of 
Czechs were sold vouchers 
for shares in state-owned 
enterprises. 

Quick-witted financiers 
grabbed control of substan- 
tial chunks of companies by 


Greek workers strike '!’(» 
over bank sale plans 



By Kerin Hope in Athens 

Workers at state-controlled 
banks, which dominate 
Greece's financial sector, 
staged a one-day strike yes- 
terday in protest at the 
Socialist government's plan 
to privatise the second big- 
gest commercial banking 
group. 

Greece is trying to acceler- 
ate structural reforms in its 
bid for membership of the 
single European currency by 
January 1 2001. 

But the decision to sell a 
controlling stake in Ionian 
Bank rather than approve a 
merger with its parent 
group. Commercial Bank, 
has provoked a confronta- 
tion with Ionian's militant 
union. 

The government agreed in 
March to reduce the public 
sector’s role in the economy 
under tbe terms of the 
drachma's entry into the 
European Union’s exchange 
rate mechanism. Hie bank- 
ing sector, in which ineffi- 
cient state groups have a 


inviting fellow citizens to 
pool vouchers in national 
Investment funds. While 
some were run honestly, 
many others were used for 
the self-enrichment of the 
managers. 

Some of tbe worst abuses 
were curbed, but the laisser 
faire policies of Vdclav 
Klaus, prime minister for 
seven years until last 
autumn, continued to give 
financial companies a free 

hand 

A mong the biggest benefi- 
ciaries were the large 
state-controlled banks 
that built up commanding 
positions by operating as 
both lenders to industry and 
substantial shareholders 
through in-house investment 
funds. 

Mr Muller said it could 
take five years for these 
structures and the attitudes 
they reflect to be reformed. 
However, foreign bankers 


market shore of more than 
70 per cent, is in urgent neod 
of modernisation. 

Workers at Ionian said 
yesterday they would con- 
tinue the strike indefinitely. 
The General Confederation 
of Labour, the biggest Greek 
trade union grouping, plans 
to call a one-day general 
strike later this month to 
support their demand for a 
merger with commercial in 
which Ionian's 3,000 workers 
would keep their jobs. 

The economy ministry has 
already canvassed several 
private Greek banks to find 
a buyer willing to preserve 
as many jobs as possible at 
Ionian. The leading con- 
tender is Alpha Credit Bank, 
the biggest Greek private 
bank, which has a 15 per 
cent market share and is 
keen to expand. 

The sale has to be 
approved by Commercial's 
board of directors, but the 
ministry said it would be 
carried out through a tender 
offer on the Athens stock 
exchange later this year. 


say the Czech Republic at 
last seems serious about 
change. 

As Alain Pilloux, responsi- 
ble for the Czech Republic at 
tbe European Bank for 
Reconstruction and Develop- 
ment, says: “Everybody 
agrees the Czechs must 
restore the rule of law as far 
as financial operations are 
concerned." 

The government and Secu- 
rities Commission are plan- 
ning to overhaul stock 
exchange rules, including 
the introduction of full 
reporting of all trading. The 
goal is to capture more infor- 
mation on more of the 90 per 
cent of equity transactions 
which currently takes place 
off the exchange. Eventually, 
tbe authorities would like to 
ban off-exchange dealing 
altogether. 

There are also plans for a 
takeover panel to regulate 
the transfers of large share 
stakes. 


The procvitls wuUld be 
used to boost the ha lama* 
sheet of Commercial, which 
holds a £1 per cent slake in 
Ionian. Tlie economy minis- 
try hits prupasvtl putting the 
Commercial gmup up for 
sat as well, hut no timetable 
has been set because of 
opposition [rum Socialist 
critics m tlw cabinet. 

Three more state con- 
trolled banks are due to he 
privatised this year. A third 
attempt will be made to sell 
Crctabank. which Is still try- 
ing to recover from on sznom 
embezzlement scandal in the 
mld-iBSUs. 

Bank of Central Greece, 
only marginally profitable, 
will be offered Tor sale for a 
second time. 

However. General Hellenic 
Bank, which is contruDcd by 
the Greek army's pension 
fund, has already arranged 
the sale of a strategic stake 
to Interamerican, the Greek 
financial services group, as 
well us placing shares with 
institutional investors 
abroad. 


Even more significant are 
long-running plans for full 
privatisation of the three 
statft-coutr oiled hanks - 
Ceska Sporicelna. Ceskoslo- 
venska Obchodni Banka and 
Komercni Banka. The 
interim government is mak- 
ing some pre-privatisation 
preparations but the deci- 
sion will be left to the elec- 
tion victors. 

The centre-right parties 
insist they will press ahead 
with reform if they win. The 
opposition Social Democrats 
ore less committed to rapid 
hank privatisation but they 
do plan to sell the state's 
stakes at some point. Milos 
Zeman, the Social Demo- 
crats' leader, wants to pun- 
ish “economic criminality". 

So even if there is scope 
for backsliding, financial 
market reform is likely to 
stay on tbe political agenda. 

As Ivan Pilip. finance min- 
ister, said, “It's not perfect, 
but we have made a start-" 
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Corning breaks the bandwidth barrier with LEAR 
the next generation of optical fiber. 


Level 3 Communications deploys it in the world's first 
continually upgradeable Internet Protocol network. 


lit 




What Are Your Network Plans? 






Level 3 Communications will build and operate the world's first end-to-end Internet-based network. 
That's a significant event in the information revolution. Because with the advent of high bandwidth 
networks like this one, communication will become easier, faster, and more cost-efficient- Which 
is precisely why Coming developed HAT optical fiber. With LEAF fiber as its optical backbone, the 
Level 3 network can break today's bandwidth banier. And with its mufti-conduit network, Level 3 
still has room to upgrade as technology advances tomorrow. Clearly, a new day for business 
communications has begun. So if you're building an advanced optical network, we'd like to talk to 
you about your plans. 

For more information on our optical fiber, call 800-525-2524 ext. 7504 or 607-786-8125 outside the 
U.S. and Canada. Specify Coming 9 fiber today. 
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EU tussles with 
Poland over aid 


By CWstop haf Bo&taski 
to Warsaw 

A disagreement over 
Poland's management of 
European Union aid funds is 
threatening to sour relations 
soon after the start of 
Poland's EU membership 
talks, and has raised doubts 
in Brussels about Poland’s 
ability to manage future aid 
flows. 

At issue is around 
Ecu500m f$555m) worth of 
EU aid fUnds allocated for 
1998 and 1999 and payments 
expected to nm at Ecu500m 
a year from 2000 until 
Poland formally joins the 
EU. Financial flows to new 
members will increase fur- 
fberonce they are in the EU. 

The European Commis- 
sion's suggestion that the 10 
former communist applicant 
countries establish special 
units to handle the EU funds 
within their finance minis- 
tries has sparked a turf war 
between Poland's finance 
ministry and Committee for 
European Integration (K3E;. 
The latter, which is responsi- 


- ble for the aid programmes, 
has been arguing it is best 
suited to act as cashier as 
well. 

Poland has been a recipi- 
ent of the EU*s Phare aid 
programme since 1990. The 
programmes have always 
been supervised locally but 
the funding has been man- 
aged by Brussels, which now 
wants to start tr ans ferrin g 
financial responsibility to 
the applicant countries. 

Last week Hans van den 
Broek. the EU commissioner 
responsible for external rela- 
tions, repeated Brussels’ 
view on the issue of the spe- 
cial units to the Poles and 
warned that access to struc- 
tural funds in the future 
would be hampered if they 
were not established. In a 
separate warning he said 
that Poland could lose its 
Ecu2i2m Phare allocation 
for 1998 unless KIE pres-' 
ented concrete spending pro- 
jects for approval in Brussels 
by May 15. 

To Brussels’ dismay, the 
tussle in Poland has also 
turned into a political issue 


between the Freedom Onion 
(UW). the junior coalition 
partner whose leader. Leszek 
Balcerowicz. is finance min- 
ister. and the Solidarity- Elec- 
toral Action (AWS). which 
appointed Ryszard Czar- 

necki. from the rightwing 
Christian National Union 
(ZChN), to head KIE. 

Christopher Hum, British 
ambassador in Warsaw, 
reflected the ElTs concern at 
the weekend when he said: 
"Nothing could be more 
damag ing than that' matters 
of vital substance - for 
example the mprfogniCTn for 
handling resource transfers 
from the Union - should 
become the subject of inter- 
nal politicking.” 

Mr Czarnecki said later 
that he agreed the program- 
ing and financial functions 
could be separated but 
declined to accept that the 
finam-p ministry should be 
responsible for the latter. 
Instead he suggested that 
the prime minister’s office, 
which is dominated by AWS* 
supporters, could take over 
the financial functions. 


Sorting hawks from doves 


The. new .executive 
board defies the 
usuaT classification, 
writes Wolfgang 
MOnchau 

S econd-guess! ng the 
likely actions of the 
new European Central 
Bank- and its governing 
council has become one of 
the main preoccupations of 
financial analy sts, since the 
appointment of Wim Dnisen- 
berg and ins six-strong team 
at tiie European Union sum- 
mit early this month. 

fid their bearings at the 
European Parliament last 
week, the six nominees of 
the ECB's executive board 
presented a stance that 
defies the usual classifica- 
tion of central bankers Into 
hawks and doves. They are 
all hawkish about the Maas- 
tricht treaty’s central 
demand: the preservation of 
price stability. On this point, 
they will not - and cannot - 
compromise. 

Yet, they all firmly denied 
suggestions that they would 
run persistent high interest 
rates to establish credibility, 
err on- the side of caution, or 
simply stress their Indepen- 
dence from politicians. 



Otmar tssfris. Warn Duisanberg and Tommaso Padoa-SeMoppa 


Goldman Sachs has classi- 
fied 13 of the 17 members of 
the ECB governing council - 
the six members of the direc- 
torate and the li presidents 
of the n flt frmai central hawfcg 
- as hawks. The other four, 
including curiously. Hans 
Tietmeyer of the Bundes- 
bank and Tommaso Padoa- 
Schioppa, the Italian board 
nominee of the ECB. are 
deemed to be neutral. 

Otmar Xssing, the Bundes- 
bank executive board mem- 
ber, nominated for an eight- 
year term at the ECB, is nor- 
mally thought of as o ne of 
the most hawkish central 
bankers in the world. Yet. 
Mr Tsaing had no Qualms 
telling MEPs that a success- 
ful monetary policy - one 


that secures price stability 
over the medium-term - 
would lead to more jobs. 
"Price stability and tbe 
resulting low interest 
rates will be instrumental in 
securing higher levels of 
investment. increased 



ECB watch 


growth and new jobs.” 

Mr Issing is almost certain 
to become tbe chief econo- 
mist of the ECB. As the 
board member with the lon- 
gest term of office - except 
for Wim Duisenberg. the 
ECB's president who has 


indicated he nil] retire early 

- his influence will be formi- 
dable. His approach is not so 
much hawkishness, in tbe 
sense he would err on the 
side of higher interest rates 
if in doubt, but consistency 
in approach 

In his first public speech 
since the confirmation bear- 
ings. Mr Issing defended the 
use of monetary targets, 
even though he and his col- 
leagues favour a mixed 
approach in tbe early years 

- in which monetary target- 
ing will be accompanied by 
an inflation forecast. 

By trying to follow in the 
Bundesbank's footsteps, the 
ECB hopes to avoid a situa- 
tion in which it has to act 
hawkishlv. 


No check to Belgian financial merger mania 


Belgium has undergone one of the swiftest and most sweeping 
restructuring of any EU country and consumers are having to 
learn some unfamiliar brand names. Neil Buckley reports 




A s the French insur- 
ance giant Axa-UAP 
moved last week to 
take frill control of its par- 
tially-owned subsidiary Boy- 
ale Beige, the message of 
Axa chairman Claude 
Beb&ar already sounded 
famili ar to Belgian ears. 

The future success of Bel- 
gium's second biggest 
insurer - and one of its old- 
est companies - could better 
be guaranteed within the 
heart of a larger, genuinely 
European group, he said. 

The previous weekend's 
decisions by EU leaders con- 
firming the launch of the 
euro had. meanwhile, 
reinforced the French 
group's view that it had to 
think, and act, Europe-wide. 



"All of Europe has become 
our ‘domestic’ market.'’ said 
Mr B£bear. 

Roy ale Beige was only the 
latest Belgian financial 
group to decide - or have 
tbe decision taken for it - 
that R was too to com- 
pete effectively in a single- 
currency Europe. Largely 
within the last year. Bel- 
gium has undergone one of 
the swiftest and most sweep- 
ing financial restructuring of 
any EU country. 

All Belgium's "Seven Sis- 
ters’* - its biggest seven' 
banks - have rushed into 
marriages, through partner- 
ships. alliances, or take- 
overs. Belgian consumers 
are having to learn some 
nnfamiliar brand names. 


Credit Communal de Bel- 
gique, the municipally- 
owned bank that was Bel- 
gium’s fifth largest by 
assets, began the process in 
1996 by allying with Credit 
Local de France to form 
Dexia group, one of Europe’s 
top 25 hanks. Bacob. Bel- 
gium's number seven, fol- 
lowed last summer, taking 
over Paribas Banque Bel- 
gium, number eight, and 
launching a new group 
named Artesia. 

Banque Bruxelles Lam- 
bert, third largest, fell last 
November to a $4.7ho take- 
over by ING of the Nether- 
lands: In February. Krediet- 
hank , n umb er two, nnvefled 
a merger with Cera Bank, 
number six. and an insur- 


Livmg with 
the euro 


ance group, forming a new 
bancassurance giant KBC. 

Finally, Gfenferale de 
Banque. the biggest, will 
hold another board meeting 
today on plans to merge 
with Fortis, the Belgo-Dutcb 
financial services group 
which controls Belgium's 
fourth biggest bank, CGER- 
ASLK - even though G£n£r- 
ale's management is 
unhappy with the plan. 

The pattern has been simi- 
lar in insurance. After swal- 
lowing Royale Beige last 
week. Axa-UAP will proba- 
bly merge it with its other 
subsidiary Axa Belgium, the 
sixth biggest insurer. Smap, 
the mutually owned third 
biggest insurer, is bang par- 
tially acquired by Dexia. 


Much of the restructuring 
was probably inevitable in 
the long term. Although the 
total had fanpn from 176 in 
1980 to 141 in 1996, Belgium 
still had almost three times 
as many banks for its 10m 
people as neighbouring 
Netherlands did for 15m. 
And it had no hanks compa- 
rable in size with its north- 
ern neighbour’s ABN-Amro, 
ING or Rabobank; only Gen- 
erate de Banque made it into 
Europe's top 100 by assets. 

Senior officials and politi- 
cians including Philippe 
Maystadt, finance minister, 
and Alfonse Verplaetse, 
national bank governor, 
began encouraging the cre- 
ation of a ‘Grande Banque 
Beige' capable or competing 
Europe-wide. 

At the same time, Belgium 
had higher percentage staff 
costs, with fewer inhabitants 
per bank branch than any of 


its near neighbours - only 
566 per branch, compared 
with 2,277 in France and 
5,303 in the UR, according to 
a study by Moody's Investors 
Service. 

As much as Belgium's 
unions and rigid labour laws 
permit, restructuring is 
likely to lead to widespread 
branch closures, and stream- 
lining of personneL 

"The mergers are just the 
beginning,” said Alexandra 
Sleator of Moody’s. "Now 
you have to take the pain.” 
But if restructuring had to 
happen eventually, the loom- 
ing single currency concen- 
trated minds. A senior Bel- 
gian economist last week 
called the euro the "cata- 
lyst”. and Ms Sleator agreed 
it had been a "big contribut- 
ing factor”. “It helped clinch 
a lot of things that might 
otherwise have been allowed 
to linger." she added. 


Creation of bigger finan- 
cial groups will also make 
them better able to shoulder 
the costs of the euro. The 
Association of Belgian 
Banks estimates conversion 
costs at BFr2i.2bn f$560m) 
over the period 1996-2002 - 
or 3 per cent of profits. Tbe 
loss of foreign exchange 
incomes, meanwhile, could 
be worth BFr21bn annually 
from next year, equivalent to 
a quarter of the hanking sec- 
tor’s total BFr82.5bn pre-tax 
profits in 1995. 

As consumers prepare to 
swap their Belgian franc 
chequebooks for euro che- 
quebooks bearing unfamiliar 
names, and to buy their 
insurance from Axa instead 
of Royale Beige, they know 
the impact of tbe euro on 
their lives is only just 
starting to be felt. 


Editorial comment. Page 19 


Germany 
combines 
forces on 
green car 

By Ralph Atkins In Bonn 


Germany’s largest car 
makers are planning to com- 
bine forces with energy com- 
panies and the government 
in the development or more 
fuel-efficient and environ- 
ment-friendly vehicles, 
including using alternatives 
to petrol or diesel engines. 

The transport ministry 
yesterday announced a joint 
initiative to combine know- 
how and avoid unnecessary 
costs Involved in developing 
competing technologies. 

The project is backed by 
BMW, VW, Daimler-Benz 
and MAN, represent! ng 
vehicle manufacturers. 
Other participants are Shell 
and RWE. the energy 
groups, and Aral. Germany's 
largest chain of petrol sta- 
tions. The initiative reflects 
the strength or Germany’s 
green lobby and concerns 
about retaining the techno- 
logical edge enjoyed by the 
nation's car industry. 

Matthias Wissmann, trans- 
port minister, said the objec- 
tive of a "two-pronged strat- 
egy" would be to protect 
Germany's international 
competitiveness against the 
background of demands for 
more environment-friendly 
transport systems. 

First, tbe group would 
seek to encourage the devel- 
opment of existing petrol 
and diesel technology, which 
is expected to see several 
manufacturers introducing 
"in the next decade" cars 
which can travel 1 00 km on 
three litres of fuel or less. 

Second. Mr Wissmann said 
tbe participants would seek 
by die end of next year to 
identify objectively up to 
three alternative energy 
sources on which to concen- 
trate efforts. The ultimate 
aim would he to agree a join 
strategy. 

Hie new energy technolo- 
gies selected would be drawn 
from a list that included 
internal combustion engines 
running on natural gas or 
hydrogen, electric engines, 
or hybrid motors combining 
a variety of technologies. 
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SERBIAN UNREST FEARS THAT CONFLICT WILL SPREAD TO TOWNS 

Rebels in Kosovo 
attack police patrol 




By Gny Dtamore in Belgrade 

Ethnic Albanian rebels in 
Serbia’s Kosovo province 
yesterday attacked a police 
patrol near the regional capi- 
tal, Pristina, raising fears 
that the conflict will spread 
from rural areas to more eth- 
nically mix ed and densely 
populated towns. 

Police said an armoured 
convoy was ambushed on a 
hill overlooking Pristina air- 
port, 12km from the city. No 
casualties were reported. 
The incident took place on 
Kosovo's main east- west 
highway, which police have 
kept closed since last Friday 
because of rebel attacks 
along the military's main 
supply route. 

Clashes were also reported 
on Sunday night in the west- 
ern town of Klin a. Police 
said they had killed several 
‘'terrorists" of tbe separatist 
Kosovo Liberation Armv 

(KLA). 

The KLA has used the two 
months since the last big 
police attack on its strong- 
hold in the central Drenica 
region to distribute weapons 
smuggled from Albania to 


several thousand villagers 
ready to join the fight for 
independence. 

Serbia’s security forces 
have greater firepower In 
terms of artillery and 
armoured vehicles, but their 
lines of communication and 
supplies are coming under 
regular attack at night. 

Serbian officials also 
accuse the KLA of attacking 
civilians, both Serbs and eth- 
nic Albanians, seen to be col- 
laborating with the govern- 
ment 

Hopes of starting a dia- 
logue between Belgrade and 
political leaders of Kosovo's 
ethnic Albanian majority 
rest on a mission to the 
region by two senior US 
envoys. Richard Holbrooke, 
architect of the 1995 Bosnian 
peace accord, and Robert 
Gelbard held a second round 
of talks in Belgrade yester- 
day with Slobodan Milosevic, 
tbe Yugoslav president. 

Mr Holbrooke told report- 
ers afterwards the gap 
between Belgrade and the 
ethnic Albanian leadership 
was “very great". He said he 
would return to Pristina 
today for talks with Ibrahim 


Rugova. leader of the main 
ethnic Albanian party in 
Kosovo. 

The official Yugoslav news 
agency Taryug said Mr Mil- 
osevic had told the US 
envoy: “The policy of pres- 
sure should be replaced by a 
policy of equitable coopera- 
tion." 

Mr Milosevic has rejected 
demands for foreign media- 
tion in the crisis despite a 
decision by the US and its 
allies last weekend to impose 
a ban on new foreign invest- 
ments in Serbia. 

Diplomats said Mr Milos- 
evic was holding out for con- 
cessions from the US that 
would allow Belgrade to end 
its international isolation 
and gain access to financial 
institutions. 

The US negotiators have 
also failed to persuade Mr 
Rugova to denounce the 
KLA as a “terrorist" organi- 
sation. 

About 150 people have 
been killed this year, with 
fresh casualties reported 
daily, and Serbs and ethnic 
Albanians alike are begin- 
ning to move their children 
out of Pristina. 
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Schqphol airport put on plots' safety blacklist 


Turbulence over Schiphol 


By Gordon Cramb in Amsterdam 

Just when Amsterdam's 
Schiphol airport thought it 
had found a growth path 
which might placate envi- 
ronmentalists, it has come 
under attack from another 
direction. Ifalpa. the interna- 
tional airline pilots' associa- 
tion. last week put it on a 
safety blacklist 

The pilots said measures 
taken by Schiphol to limit 
the noise impact of arriving 
and departing aircraft make 
it dangerous during high 
winds, especially at night 
when the decibel curbs are 
toughest 

They maintained that they 
are at times expected to land 
from a direction which pits 
them against a stronger 
crosswind than would be 


acceptable at other Euro- 
pean hubs. They reported 
difficulty in obtaining per- 
mission to use another run- 
way. because that would 
take them over a more 
densely populated area. 

Schiphol rejected the 
claims, pointing out that 
with four runway's it offers a 
better choice of trajectory 
than most of Europe's air- 
ports. Although it had a pref- 
erence system for which are 
used, pilots may always 
choose any runway if they 
think safety is in question, it 
added. 

Still, the latest difficulty 
for the airport. Europe's 
fourth busiest passenger 
hub. is an indication of the 
tensions it faces in imple- 
menting a compromise 
accord over its near-term 


future. Under a deal reached 
with the government in 
March, it is able to add more 
than 30,000 take-offs and 
tending s this year and 20,000 
each year until 2003. when a 
fifth runway will be ready. 

Last year it moved 349.500 
aircraft, and had been facing 
a cap of 3 per cent on its 
growth, compared with a 
rise in demand each year of 
more than 10 per cent 

However, the deal required 
further noise abatement 
measures to reduce the num- 
ber of homes worst affected 
from the present celling of 
15.100 to 12,000. Among the 
consequences for the air 
transport industry is that 
flights using older, noisier 
jets faced increasingly puni- 
tive landing fees or an out- 
right ban. 
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Managing Your Euro Evolution 

Introduction of the European single currency will reduce risk and simplify 
business transactions. But the transition will be a challenge. 

Bank of America is ready. Our integrated global banking system and 
worldwide presence make us one of the only major banks with a proven, 
superior payments platform already in place. Which means your payments 
and liquidity management can run smoothly and effectively. 

As a global bank, we deliver the cash management, treasury, and 
capital raising capabilities your business will require through the transition - 
and beyond. 

That's power in motion. That’s Bank of America in motion. 
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NEWS DIGEST 

ENERGY MINISTERS’ DECISION 

EU states must open third 
of gas supply market 

European Union energy ministers *****2; 
a directive forcing EU stales to open a tlwd oMMEUs 
SiOObn-a-year natural gas supply market tocon^tmn. 

The adoption came as ministers also endorsed pkjns to 
double the proportion of EU energy ram.nq f»om 
sources from 6 per cent to 12 per cent by 
Europe's strategy to meet the Kyoto targets tor reducing 
oreenhouse qas emissions. 

Ministers agreed in principle to the gas liberalisation plans 
last December. EU member states wilt now have to at 
least 20 per cent of their gas markets, accounted for by the 
largest industrial energy users, by June 2000. nsing to 28 par 
cent by 2005 and 33 per cent by 2010. 

But officials expect the actual see of market opening 
across the EU to be much higher, with many member states 
going beyond their minimum legal requirements. That has 
already been seen with the electricity directive, agreed in 
1996. Christos Papoulsis. EU energy commissioner. toW min- 
isters yesterday 60 per cent of the EU electricity marked 
would be open to competition by next year - wen above the 
23 per cent required by tbe directive. Neil Buckley, Brussels 

DEVELOPMENT AID 

Kinkel warns on refugees 

Klaus Kinkel. Germany's foreign minister, yesterday threat- 
ened to cut development aid to African and Asian countries 
which obstruct the return from Germany of rejected asylum 
seekers. 

His comments m an interview with Slid, the daily newspa- 
per, surprised Carl-Dieter Spranger. the Bonn minister with 
responsibility for development aid. who said he was ‘baffled" 
by Mr Kinkel’s comments. “We cannot simply turn the screw 
on development aid." he said. 

The foreign ministry reckoned about 70.000 people who 
have fled African and Asian countries may be affected, of 
whom 9,000 have destroyed their official papers and refused 
to give their nationality. 

Officials said the response of some countries had improved 
markedly recently but “significant deficits" remained. Publish- 
ing the list of worst offending countries remains an option, the 
foreign ministry indicated. 

“Where there is poor co-operation in this area. I he possibil- 
ity of cuffing of striking out development aid must be brought 
into use.” Mr Kinkel said. Ralph Atkins, Bonn 


FUTURE OF EURO 

Fund managers optimistic 

European fund manages believe the euro will be much stron- 
ger than either the dollar or the yen over the next 12 months, 
according to a monthly poll. 

Some 41 per cent of fund managers - those ported con- 
trolled assets of more than E3,415bn (S5.700bn) around the 
world - favoured the euro over any other big currency when 
surveyed in the first week of May in a poll conducted by Gal- 
lup for Merrill Lynch, the US investment bank. 

In April just 25 per cent of those questioned chose the euro 
over the dollar, yen or sterling, while 58 per cent believed the 
dollar would be much stronger. 

Increased favour for the euro was particularly marked 
among UK managers, with assets of some £1,342bn. whose 
support rose from 20 per cent in April to 45 per cent in May. 

Most of the change was due to the view that euro-rone 
interest rates were likely to rise while those in the UK had 
peaked, said Trevor Greetham. global strategist for Merrill 
Lynch. Jane Martinson, investment Correspondent 


NAZI GOLD 


‘Fillings’ at Deutsche Bank 

About 600kg of gold bars held by Germany's largest commer- 
cial bank, Deutsche Bank, during the second world war prob- 
ably came from melted -down teeth fillings of Holocaust vic- 
tims. according to an independent German researcher. 

Hersch Rschler said it was doubtful Deutsche Bank's man- 
agement knew where the gold came from because the pre- 
war Reichsbank central bank, from which Deutsche Bank 
acquired the gold, kept the origins of these ingots top secret 
Mr Fischer made his comments after a British historian 
commissioned by Deutsche Bank to investigate its pre-war 
gold business confirmed the 600kg was “Meimer gold" - 
named after Bruno Meimer, the SS officer in charge of valu- 
ables stolen from Nazi victims killed between 1942 and 1944. 

Mr Flschler said the Meimer gold was refined and melted by 
Degussa, one of the world's largest metals concerns, and 
other companies, and probably consisted mainly of teeth fin- 
ings from Jews at the Auschwitz and Lublin concentration 
camps in Nad-occupied Poland. 

Deutsche Bank and Degussa would not comment on these 
findings untfl independent investigations into each company 
had been completed by historians. Reuters, Bonn 


HUNGARIAN ELECTION 


Socialists facing challenge 

Forecasters were at a loss to predict the final outcome of 
Hungary’s parliamentary elections after Sunday's first round 
left the governing Socialist party in the lead with 32 per cent 
of the total vote but facing a powerful challenge from the 
right 

The Budapest bourse lost 2.4 per cent during the day on 
the political uncertainty caused by the results, and the emer- 
gence of the far-right Hungarian Justice and Life party (MIEP) 
as a parliamentary force. 

The centre right Fid asz -Hungarian Civic party gained 28 per 
cent of the vote, a sharp rise on the 7 per cent of 1994, fol- 
lowed by the Smallholders, with almost 14 per cent, com- 
pared with 9 per cent four years ago. 

The outgoing junior coalition party, the liberal Free Demo- 
crats. saw its share of the popular vote slump from 19 per 
cent in 1994 to just under 8 per cent, a figure which leaves 
combined coalition parties weaker in many constituencies 
than the combined right. 

However, thanks to the vagaries of Hungary's two-round 
electoral structure, the final outcome is considered impossible 
to predict. The second round is due to take place on Sunday 
May 24. Kester Eddy, Budapest 


GERMAN PRICES 

VAT rise boosts inflation 

Germany’s annual inflation rate rose to 1.4 per cent in April 
after a one percentage point increase in value added tax to 
16 per cent, according to revised figures yesterday. 

But the federal statistics office said the full effect of the tax 
rise had not been passed on to consumers and noted only 
moderate increases between March and April In the cost of 
goods such as clothing, furniture and other household goods. 
Increased tram fares added to the upward pressure, however. 

Since the beginning of the year, German Inflation has been 
subdued, failing to annual rates of 1.1 per cent in February 
and March. 

Provisional figures, based on four western German states, 
had shown an annual inflation rate of 1.3 per cant in April. 
Between March and April, the cost of hiring index rose by 0.3 
per cent Ralph Atkins, Bom 
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deal to privatise its 
two main copper 


mines - Nchanga and Nkana the copper price - from an 
- Zambia will be lucky average of more than $2,600 
indeed to secure the $165m a tonne In 1997 to $1,700 a 
in fresh aid pledges it hopes tonne - has transformed the 


to get at today's donor Con- business outlook. 


soltative Group meeting in 
Paris. 

While copper privatisation 


may not be a formal condi- talks between the govern - 
tion for support from some meat and the Kaftie Censor- 
donors, there is a keen tiom, comprising South 
awareness that without it, Africa’s Avxnin, Noranda of 


promising developments in 
the Zambian economy will 


Canada. Phelps Dodge of the 
US, each with 30 per cent. 


be reversed with dire cause- and Britain’s Common - 
qnences for the country’s wealth Development Corpo- 
10m people, with a GDP per ration (10 per cent), col- 
head of a meagre $140 a year, lapsed. 

Eight months ago, Lusaka Lower copper prices and 
was - if not in the donors' gloomy predictions of future 


Eight months ago, Lusaka Lower copper prices and 
was - if not in the donors’ gloomy predictions of f u ture 
good books - at least trends forced Kafue to 
regarded as one of sub-Saha- rework its numbers, while 
ran Africa's serious eco- the assets they were bidding 


Domic reformers. 


to buy were fast deteriorat- 


Its privatisation pro- ing as asset stripping gath- 
gramme was described as ered momentum, 
one of the best an the conti- The rump of the state- 
nent; inflation had been owned Zambia Consolidated 
brought down from 187 per Copper Mines, after the sale 
cent in 1993 to an average of most of the smaller mines, 
24^ per cent last year. Manu- is said to be losing about 
facturing industry had $2m daily. Current forecasts 
begun to reverse a 15 year put copper production this 
decline, non-traditiona] year at a new low of about 
exports were expanding at 33 250,000 tonnes - a far cry 
per cent a year, more than from the peak of more than 
200 state enterprises had 700.000 tonnes in the 1970s. 
been privatised, foreign while gross metal Earnin gs 
direct investment was ran- from cobalt and copper are 
ning at well over $!00m r unning- at little mare than 
annually and the exchange half last year's levels. 


rate had stabilised- 


With copper and cobalt 


It all started to go wrong accounting for three-quar- 
to November when, follow- ters of Zambia’s exports last 


abortive 


year, the knock-on effects of 


attempt. President Frederic the Industry’s decline - its 
Chiluba imposed a state or share of GDP is down to 10 
emergency and arrested per cent from almost 17 per 
prominent political oppo- cent in die early 1990s - are 
nents, including Kenneth severe. Businesses on the 
Kaunda, former president copperbelt are reportedly 
Despite this setback, cop- owed upwards of $40m by 
per mine privatisation ZCCM and if a privatisation 
appeared to remain an track package is not announced 
with Anglo American and its soon, there could be a dam- 
partner, Falconbridge, plan- too effect across mannfactur- 
ntog to invest up to $8Q0m to ing industry . 
the development of the Kan- Already, one survey sug- 
kola Deep project and the gests manufacturing output 
Kafue Consortium on the is foiling sharply and that 
brink of finalising' a 1 deal to as a consequence, the gov- . 
buy Nchanga and’ Nkana : emmenfs tax' revenue' and 
mines - the jewels in the foreign exchange targets are 


copperbelt crown. 

The donors, long critical of 


most unlikely to be met 
After GDP growth of 6.5 


the government's indifferent per cent in 1996, economic 
human rights and gover- growth slowed to 35 per cent 
nance records, set three pre- last year and analysts expect 
conditions for today's meet- little if any expansion in 


ing - the lifting of the state 
of emergency, the release or 
charging of those detained in 
connection with the coup 


1998. 

The kwacha, which depre- 
dated by 7 per cent during 
1997 has come under heavy 


attempt and an investigation pressure in recent weeks, 


into allegations of torture. 

With the donors seemingly 
satisfied, albeit grudgingly, 
that these conditions have 


foiling by more than 25 per 
cent so for this year. This 
will rekindle inflation so 
that there is no chance of 


been mostly met, the way the government hittin g its 
was open far Zambia to press ambitious 9 per cent target 
both for mare aid and for its to 1997, while few expect the 
inclusion in the Heavily kwacha to stabilise below 


INTERNATIONAL 


Copper-bottomed 

pledge on sell-offs 
key to Zambia aid 

Without mines privatisation, the promising 
developments in the country’s economy 
will be reversed. Tony Hawkins reports 

1 A/ 22 * a last minute Indebted Poor Countries 


Zambia: copper 

Production (tomes DW) 


UE 3Hnoott price (S per tonne) 


Exchange rats ptwadta per S) 



debt initiative (HtPC). 

But this year’s collapse of 




First Falconbridge dropped 
out of the Konkola pohgm p 
and then early last month. 


1983 Bd 95 99 97 

anMffiMUKH 

K2.0QQ to the dollar. 

The talks with Kafue ran 
aground over valuation and 
last week Mr Chiluba 
repeated his dahn that the 
Kafue consortium wanted to 
buy the mines at "give- 
away" prices. 

“We shall not do this," he 
said, adding that foreign 
consultants had put a value 
of $500m an the minas while 
Kafue was only offering 
$13 lm in cash, along with 
$7Qm to the takeover of debt 
and long term i nvestment of 
at least $S0Qm. 

The Zambians are talking 
to other potential buyers, 
but it Is doubtful whether 


1983 « 95 96 97 98 


the groups concerned - from 
China and India - would 
have the expertise and 
knowhow to make a go of 
turning the mines around. 

Lusaka Is relying on the 
donors to fund 35 per cent of 
total budget spending in 1996 
- essentially capital invest- 
ment, debt servicing and 
civil service restructuring. 
Without foreign aid, targets 
agreed with the IMF for the 
second phase of the three- 
year Enhanced Structural 
Adjustment Facility are 
unlikely to be met 

At the same time, as the 
economy continues to slow, 
domestic revenue and expen- 


1993 94 95 96 97 96 


diture targets will also be 
missed. Above all, the down- 
turn in the economy is not 
going to be reversed without 
the sale of the two copper 
mines on a basis that would 
open the door to the revival 
of tiie many businesses that 
are ultimately dependent an 
the mining industry. 

Unlikely though it seems, 
conceivably Lusaka's brink- 
manship in holding out for a 
better deal than tha t on the 
table might pay off. 

But it’s a high risk strat- 
egy since, if it falls the con- 
sequences - social and polit- 
ical, as well as economic - 
could be devastating. 


Albright stays home 
to meet Netanyahu 


By Stephen PUer 
to Washington 

Madeleine Albright, US 
secretary of state, yesterday 
decided to delay a planned 
visit to Europe tins week to 
order to meet Benjamin 
Netanyahu, Israeli prime 
minister, on Wednesday in 
an attempt to breathe life 
into the flagging- Middle East 
peace process. 

The decision to meet Mr 
Netanyahu followed a meet- 
ing yesterday of Mrs 
Albright, the national secu- 
rity advisor. Sandy Berger. 
and other senior Middle East 
experts, and President Clin- 
ton at the White House. 

According to the State 
Department spokesman. 
James Rubin, the talks 
would be aimed at refining 
US proposals on a with- 
drawal from parts of the 
West Bank by Israel but 
would not "water down" 
those proposals. The US Mid- 
dle East envoy, Dennis Ross, 
just hack from Israel, and 
assistant secretary Martin 
Indyk also attended the 
White House meeting. 

Mrs Albright was to have 
accompanied Mr Clinton 
today on a visit to Germany 
and then on to a summit 


meeting to Britain, which 
she may still attend. 

At the weekend, Mr Ross 
foiled to persuade Mr Netan- 
yahu to accept a US cal] to 
withdraw from a farther 13 
per cent of the West Bank, a 
move which would have 
opened the way for so-called 
final status talks on the 
future of the West Bank with 
Palestinian leader Yassir 
Arafat. 

Mr Netanyahu was in any 
case planning a mid-week 
visit to Washington where it 
appeared likely he would 
press his case over the heads 
of the US administration to 
Congressional and US public 
opinion. Mr Clinton was 
strongly criticised on Capitol 
Hill last week for putting 
pressure on the Israelis. 
However, public support 
among Jewish opinion to the 
US appears high for Mr Clin- 
ton’s efforts. 

Mr Netanyahu has said a 
13 per cent pull-hack would 
detract from Israeli security. 
He is also said to be reluc- 
tant to persuade his right 
wing cabinet to back such a 
withdrawal - already agreed 
with the Palestinians in Feb- 
ruary. That withdrawal 
would give the Palestinian 
Authority foil or partial con- 


trol of 40 per cent of the 
West Bank, although a 
majority of this would 
remain under the control of 
the Israeli security forces. 

The US has said, however, 
that the further 13 per cent 
withdrawal is the minimum 
the Palestinians would 
accept. 

Speaking in April, Mr 
Indyk said: “We can only 
lower Ithe Palestinians) so 
for if we want to help Israel 
achieve an agreement with 
the Palestinians." 

Once the pull-back is 
agreed, then the idea is to 
launch talks on a final peace 
settlement which Mr Netan- 
yahu has said he wants to 
undertake straightaway. 
According to Peter Rodman 
of the Nixon Centre for 
Peace and Freedom in Wash- 
ington. the Oslo accords - 
under which the pull-back is 
being discussed - was essen- 
tially to allow a Labour gov- 
ernment achieve a peace 
accord with the Palestinians, 
and such a process of grad- 
ual pull-backs would be 
hugely difficult for Mr 
Netanyahu and his Likud 
Party. 

Exfitorial Comment, Page 19 


Who crossed the borders 
of equity management years ago? 
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IMF warns 
on Egypt 
growth 

By Mark Hnband in Cairo 

Huge Improvements in 
efficiency are vital if Egypt’s 
economic growth is to 
achieve the 7 per cent mini- 
mum level essential to sus- 
taining the growing popula- 
tion, a study by the 
International Monetary 
Fund has shown. 

Despite 5 per cent current 
annual economic growth, the 
Egyptian economy is 
unlikely to reach this level 
within three years unless 
production methods can be 
streamlined and technology 
use widened. 

Failure to improve effi- 
ciency will increase GDP' 
growth by a mere 0.1 per 
cent annually over the next 
five years, the report calcu- 
lates. 

The report. Beyond Stabi- 
lisation, Towards a Dynamic 
Market Economy, is the first 
of its kind the IMF tots pub- 
lished on Egypt. It applauds 
the strides Egypt has taken 
to liberalise its economy but 
warns many obstacles must 
be removed if half a decade 
of improving macroeconomic 
conditions are to be fully 
exploited. 

Central to government pol- 
icy and a big concern for the 
IMF is the necessity to gen- 
erate pmeh hi gher levels of 
foreign investment ■ and 
domestic savings. 

Only with an 8 per cent 
increase In investment and 
improvements in efficiency 
of the bureaucracy, industry 
and export facilities will 
GDP growth reach- even R9 
percent by 2003. 


Iran plea 
to oil-rich 
neighbours 

Iran, fighting US attempts to 
isolate it, wooed the former 
Soviet republics of the ail- 
rich Caspian region yester- 
day by appealing to their 
Islamic roots, Reuters 
reports from Almaty. 

Iran’s president Moham- 
mad Khatami urged his 
neighbours to resist pressure 
from the ITS in dividing the 
spoils of the Caspian. 

"Our political and eco- 
nomic decisions should con- 
form to the same, comm on 
cultural identity." Mr Kha- 
tami said. 

Iran has found itself at the. 
losing end of the race to 
exploit the riches Of the Cas- 
pian, which only opened up 
with the collapse of commu- 
nism. 

Six of the 15 republics 

which emerged from the 
Soviet Union in 1991 joined 
Iran, Pakistan, Turkey and , 
Afghanistan to an Economic , 
Co-operation Organisation 

(ECO) a year later to re- 
orient their economies j 
I towards fellow Moslem 


At their fifth summit to 
the Kazakh commercial capi- 
tal Almaty yesterday the 
ECO members pledged to 
foster integration in their 
300m-Strong region. 

But the newly indep endent 
states depend on western 
investment for the develop- 
ment of their natural 
resources and those inves- 
tors foce sanctions If tiiey do 
business with Iran, which 
Washington accuses of spon- 
soring international terror- 
ism. 
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Downgrading of banks hits Seoul shares 


By John Barton In Seoul 


Share prices on the Seoul 
stock market tell by 3,5 per 
cent yesterday to a 1998 low 
of 36L58 points as Moody's 
Investor Service, the US 

credit agency, downgraded 

the ratings of 19 Sooth Kor- 
ean banks and provoked 
fears of a renewed financial 
crisis. 

Moody’s cut the long- 
term debt ratings of 
Korea's main state invest- 
ment banks. Korea Develop- 
ment Bank fKDB), Export- 
Import Bank of Korea and 
Industrial Bank of Korea 
from Bal to Ba2 for the first 


two and Ba3 for the latter. 

Moody’s said the financial 
condition of the state banks 
was deteriorating because of 
their heavy lending exposure 
to troubled conglomerates 
and uncertainty about gov- 
ernment support for their 

debt obligations. 

The lowering of KDB's rat- 
ing caused particular con- 
cern among domestic inves- 
tors because it was seen as 
tantamount to the nation's 
sovereign rating. 

It raised speculation that 
Korea will possibly suffer a 
further downgrading In its 
sovereign rating, which was 
cut to below investment 


grade by Moody’s last winter 
when the nation plunged 
into a foreign debt crisis. 

Moody's also lowered the 
senior and subordinated-debt 
and financial strength rat- 
ings of 16 commercial banks 
because It believed they 
have only a slight chance in 
achieving recapitalisation. 

The government is review- 
ing restructuring plans sub- 
mitted last week by 12 banks 
whose capital adequacy 
ratios are below the B per 
cent limit set by the Bank 
for International Settle- 
ments. Another two banks, 
Korea First and Seoul, have 
already been nationalised 


and are scheduled to be sold 
by November. 

Most of the banks had pro- 
posed recapitalisation 
through share rights and 
bond issues. But government 
officials described the plans 
as unrealistic because their 
poor financial status is 
unlikely to attract investors 
when the Seoul stock market 
is depressed and bank shares 
have fallen to record lows. 

The finance ministry, 
which is scheduled to make 
a decision on the future of 
the banking sector by June 
30, has suggested it might 
intervene by closing insol- 
vent financial institutions 


through forced mergere. 

Meanwhile, Korea's seven 
fund-management compa- 
nies - or in v estment trusts - 
which have suffered from a 
sharp fall in share prices, 
admitted they would be 
unable to halve their total 
debts of Won9,900bn 
l$7.i3bn) by a government- 
imposed deadline of the end 
of June, which could result 
in possible closure. 

The seven said they would 
try to reduce their debts to 
WonS.IOObn by next March 
through sale of WonS^OObn 
in equities and bond hold- 
ings and Won320bn in new 
rights issues. 


But analysts said the plan 
was impractical because of 
depressed market conditions, 
while total debts of the fund- 
management companies 
were believed til be higher 
than officially stated. 

The three big fund-man- 
agements companies Dae- 
han, Korea and Citizens, 
which control two-thirds of 
investment-trust business, 
have been tn poor financial 
condition since the govern- 
ment forced them in 1989 to 
barrow state funds and use 
than to prop up a sagging 
stock market But the plan 
backfired when the bourse 
subsequently felL 


J>JEWS DIGEST 

ECONOMY LOSING MOMENTUM 

Chinese retail prices fall 
while tax take slows 


Fischer sees progress | nc |j a N-test seen as setback 
on Indonesia debt deal w Asia and worldwide curbs 


By Peter Hontagnon, Asia 
Editor, in London 


Suharto warning 


Indonesia’s agreement with 
its international bank credi- 
tors to refinance short-term 
interbank debts and stabilise 
Dows of trade credit marks a 
“significant achievement” 
which should help underpin 
the rupiah, according to 
Stanley Fischer, deputy 
managing director of the 
International Monetary 
Fund. 

The banks agreed in 
Tokyo at the weekend to roll 
over nearly SSbn in inter- 
bank credit fin: 30 days and 
then refinance it along the 
lines of the agreement 
reached in January between 
South Korea and Its b ank 
creditors. 

Mr Fischer said he was 
now looking for progress on 
the complex question of the 
short-term corporate credit 
which makes up the bulk of 
Indonesia's private sector 
debt. This regularises the 
debt, Mr Fischer said in an 
interview. . 

The interbank agreement 
removes the threat that 
Indonesia could be under 
pressure to repay $L9bn as 
soon as there was any sign 
of improvement in its finan- 
cial situation, thus placing a 
burden on the balance of 
payments. 

A similar argument 
applies to the Tokyo agree- 


Asia's economic crisis has 
taken a heavy toll on the social 
and political situation in the 
region, President Suharto of 
Indonesia told leaders of a 
Group of 15 developing 
countries meeting in Cairo 
yesterd a y, write Marie Huband 
and Sander Thoenes. 

In a rare speech, he said the 
crisis had brought about 
massive unemployment which 
could trigger social problems, 
including the spread of poverty, 
a rise in crime and threats to 
political stabiity.* He said the 
troubles had “persisted with no 
inefleation that it would soon 


Separately, Indonesia's moat 
prominent opp os ition leader 
pubfldy sided with student 
prot e sters yesterday and catted 
on President Suharto to step 
down. 

Arrten Rais, chairman of a 
moderate Moslem organisation 
which claims 28m me m bers and 
a popular government critic, 
also challenged Indonesia's 
powerful military to take sides 
between the president or the 
people.- 


ment to mnintahi same |7hn 
to $8bn in existing lines of 
trade credit and restore 
them to previous levels, he 
added. Indonesia has been 
hampered by a shortage of 


trade credit which has pre- 
vented it buying essential 
goods abroad as well as com- 
ponents needed for its own 
exports. i 

Mr Fischer added he : 
thought initial reaction to 
the Tokyo meeting had been 
too gloomy. He had never 
expected it to reach final 
agreement on how to handle 
Indonesia’s $80bn private 
sector foreign debt, but the 
outlook was promising for 
the next mcating in Frank- 
furt on May 26 between 
Indonesia and the steering 
committee led fay Deutsche 
Bank, Bank of Tokyo-Mitsa- 
Wdii and Chase Manhattan. 

Details of the deal on 
interbank debt, including 
interest margins, have to be 
worked out over the next 90- 
days. After a Khwfiar freeze 
in Korea, banks agreed to 
refinance the debt over a 
range of medimn-tenn matu- 
rities. 

Corporate debt is to be res- 
cheduled along the Imea 
used by Mexico in the 1980s 
whereby private companies 
made debt service payments 
in local currency to a special 
vehicle which was then 
responsible for converting 
them to foreig n exchange. 

The mam dispute is over 
the exchange rate guarantee, 
with Indonesia resisting a 
high rate which could prove 
expensive to its central 
bank. 


Sanctions would be difficult to impose on a 
broken any promises, write David Buchan 


country that has not 

and Stephen Fidler 


I ndia’s triple nuclear 
weapon test yesterday seat 
political shockwaves 
around the world and is 
being viewed as an 
undoubted setback for 
Asian stability and for 
nuclear non-proliferation in 


But even the US, which 
has always been the most 
active in trying to stop 
nuclear weapons spreading, 
may find it hard to justify 
imposing sanctions an New 
Delhi. 

For India has never signed 
the 1970 Nuclear Non-Prolif- 
eration Treaty (NNPTO and 
refused to endorse the 1996 
Comp rehensive Test Ban 
(CTB). “India cannot be 
accused of breaking prom- 
ises because it has not made 
any promises,” the Interna- 
tional Atomic Energy 
Agency, the Vienna-based 
safeguards agency, com- 
mented yesterday. 

The White House 
expres sed “deep disappoint- 
ment” at the Indian decision, 
but declined to comment on 
the issue of sanctions. The 
size of India, its candid defi- 
ance of non-proliferation 
eff o r ts and the homegrown 
nature of its weapons pro- 
gramme may deter the US 
f mm imposing sanctums: 
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By contrast Washington 
has tried to thwart Pakistan 
secretly acquiring nuclear 
weapons technology from 
third countries, chiefly 
China, in the belief probably 
vain, that it bad less chance 
of making a bomb on its 
own. 

Anthony Cordesman of the 
Washington-based Center for 
Strategic and International 
Studies, said: “Sanctions 
would look hollow, given 
India already bag its missiles 
and its nuclear programme.” 


It reverses what 
had seemed to be 
a hopeful trend 
around the world 
and treaty 
renegotiations are 
now certain 


India has long denounced 
the NNPT regime as favour- 
ing the unclear “haves” who 
can keep their weapons . 
without being forced .to dis- 
arm against the “have-nots*, 
who are forced to submit to 
IAEA inspections. 

-'- ■India might continue test- 
ing. But as Colonel Terence .' 
Taylor of the International 
Institute for Strategic - 
Studies speculates, it might 
also try to join the nuclear 
establishment, having now 
clearly shown it is a nuclear 
“have". France, for instance, 
carried out a last test series 
in 19 95-96 before signing the 
CTB. 

Colonel - Taylor also 
believes yesterday's test 
should perhaps also be read 
for “its political message”, in 
the context of the debate 
about enlarging the UN 


Security Council, with India , 
vying for a seat on that 
body. The present perma- 1 
neat five members of the l 
Security Council all happen , 
to have nuclear { 
weapons. 

For the moment, however, 1 
the Indian explosion is a 
clear setback to non-prolifier- 
ation efforts and even the 
CTB. For this treaty to come 
into force, some 40 named 
states - including India and 
Pakistan - have to ratify it 
Tins was the price far get- 
ting certain states, such as 
Israel, to agree to a complete 
test ban. 

Before India’s tests, it was 
clear , that this provision of 
the treaty might have to be 
modified. Unless there is a ; 
change of heart in New 
Delhi, such renegotiation is 
now certain. 

The Indian move reverses 
what had seemed to be a 
hopeful trend: around the 
world. In recent years . 
South Africa has scrapped 
the six bombs it made dur- 
ing the apartheid era and 
agreed to IAEA Inspection. 
Among the successor states 
of fiie Soviet Union, Ukraine 
-and Kazakhstan have 
handed their nuclear weap- 
ons material over to Russia 
in return, for aid with civil 
nuclear power; Brazil and 
. Argentina fafiye agreeiio Jat* 
ar local thfrd-part ^agency" 
inspprt each other's nuclear 
facilities. .- 

Even North Korea, which 
happens to be a NNPT signa- 
tory, has agreed in principle 
to freeze development of its 
nuclear installations in 
return for US help with 
nuclear power. This arrange- 
ment has been fraught with 
difficulty and arguments, 
but at least the IAEA is 
allowed to stand sentry 
outside North Korean plants, 
though not to inspect 
inside. 


China's retail price index (BPO fell 2.1 . 

comparison with a year earlier. 
pressures are gathering pace as weak domestic 
structural overeupply have conspired to depress jmces. ; 

The figures yesterday showing the further dkle in . 

coincided with a report demonstrating how the growth ««*• 
na’a tax revenues has suffered in th e first quarter as the 
national economy has started losing momentum. 

Industrial and commercial tax revenues reached 
RMBl72.4hn (S20.6bn) in the first three months of 1898, tq» - 
10 per cent on the same period last year. However, the rate^ - 
of arowth was 7.5 percentage points below the 199 ; rale end 
18.4 percentage points below the 1996 rate, according to a - 
report yesterday in the People's Daly. 

The official government-owned newspaper said: “Tax 
looted from some key industries and enterprises showed rela- 
tively rapid declines, restraining overall growth." According to 
the report, the actual growth in tax revenues would have been 
just 5.7 per cent had it not been for the increase in stomp 
duty on share transactions and the rise in business tax on 
financial institutions. 

Prices 'm China began falling for the first time last October. 
Last October, the RP1 fell by 0.4 per cent year-on-year. In 
March it was down 1 2 per cant and the April figure of a 2.1 
per cent fall released yesterday reinforces the anecd otal qv i- 
dence of how widespread price cuts to win back reluctant 
consumers have contributed to the deflationary momentum. 

Xinhua, the government news agency, said yesterday that 
the RPI for the first four months of the year fefl 1.7 per cent 
compared with the same period in 1997. For the first quarter 
of 1998, the State Statistical Bureau reported a 1 5 per cent 
decline in prices. 

The broader-based consumer price index (CP*) edged up 
0.1 per cent in the first four months compared with the same 
period last year, the report said. In April alone, CPI fen 0.2 per 
cent year-on-year. James Harding. Shanghai 


OVERSEAS INVESTMENT 


Fears of Japan capital flight 


Japanese Investors bought a net Y2.800bn (521 bn) worth of 
foreign bonds and equities in April government figures yester- 
day showed. In contrast, in March Japanese investors made 
net sales of Y951bn of non -yen securities. 

Japan's pattern of overseas investment is being closely 
watched by the government because of rising fears that any 
large capital flight could further weaken the yen. The data tor 
April are important because it Is the first month after the gov- 
ernment lifted foreign exchange controls as part of its 
so-called "Big Bang" financial deregulation on Aprfl 1. 

In practice the impact of the changes has been undermined 
by a series of other measures that the government has subse- 
quently introduced, such as heavy tax reporting requirements 
for cross-border capital transactions. Government officiate 
said the April data might have been partly affected by sea- 
sonal factors. Economists believe that several more months of 
information will be needed before it becomes clear whether a 
capital flight is indeed under way. Gfflian Tett, Tokyo 


JAPANESE INDUSTRY 


Machine tool orders fall 1.5% 


Japanese machine tool makers received orders worth 
Y98.15bn (S737m) in March, down 1.5 per cent from a year 
ago. the Japan Machine Tool Builders' Association said yes- 
terday. It was the first year-on-year fall since May 1994. 

Total orders in the 1997-98 business year ended March 31 
rose 15.2 per cent from the previous year, the fourth consec- 
utive annual increase, it said, adding that the 1997-98 figure 
was the thlrd-highest ever. 

Machine tool orders are the main component of the Eco- 
nomic Planning Agency's machinery orders data, one of the 
key factors used by the government in assessing the state of 
the economy. Toyo Kato, the head of the association, said 
that orders for 1998-99 business year were likely to decline 
from 1997-98 levels. Mr Kato said: “Our (Japanese) customers 
among smafl and medium-sized firms are inclined to delay 
capital Investment despite their need to renew equipment, 
due to uncertainties in the economic outlook.* 

Reuters, Tokyo 


INTERNATIONAL ECONOMIC INDICATORS- PRODUCTION AND EMPLOYMENT 


Yearly data fir retail sales volume and industrial production pbs s * data for the vacancy rata (refloat or are in Index (arm with 1985=100. Quarterly and monthly data for 
retail sales end industrial production shin* the percentage chats* over, the concapondng period fri the previous year, and ora positive unless otherwise stand. The 
unomptoymenc rata Is shown as a pe rcen tage of the total fcboir force. figures for Ihe cornpo ott o leatfing indicator are end-period values. 
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Nicaragua tracks 
down new dream 
tor isthmus link 

Rail schemes ere being proposed in rivalry 
to the Panama canal but some economists 
doubt there wilj be enough business to 
justify the cost, writes James Wilson 

-, > “phflt Panama has a canal Question is the economics of 
d*‘ ' | and Nicaragua does not' what they are proposing.” 

I is often put down to a And on this the industry 


fan capital flight 
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^ -nhflt P anama haft a eanal 

jjdl? ' I and Nicaragua does not 
J | is often put down to a 
.devious Frenchman, a one 
cent stamp and one of histo- 
ids most famous pieces of 
poQtical lobbying. 

In 1902, the US Senate was 
days away from a vote on 
where in Central America to 
build a ship canal. With 
Nicaragua die firm favour- 
ite, and with Philippe 
Bun&u-Yarilla desperate for 
the US to take over the 
failed French effort at Pan- 
ama - in which he had a 
substantial interest - the 
French engineer sent every 
senator the Nicaraguan 
. stamp that showed smoke 
billowing from the Momo* 
tombo volcano. ■ 

“An official witness of the ' 
; volcanic activity on the istb- 
- • mus of Nicaragua,” wrote 
*|Bunau-Varilla, playing up 
fears of a waterway disap- 
•, .pearing under lava. Three 
; days later the Senate decided 
. by eight votes to buDd the 
canal in Panama Lake Nlca- 

, ragua, through which ocean 
liners might “have steamed, 

• is today pIie<M>y<i«M£hBig7--. 
more than ferries' wed c fisl^' . 
ing boats. • -*/ * . ' 

But McaraguastiB enter- 
tains Its canal dreams. A 
century on, the. talk is of a- 
“dry canal” - not a water-. 

. way at all, but a railroad to 
carry container freight flxm 
ocean to. ocean and make 
Nicaragua a modem ship- 
ping bub. 

‘7'Hcaragiia feels its histor- 
ical destiny is to have its 
own cabal,” says Don Bosco/ 
president of CINN, one. of 
two groups putting forward 
rival protects. “But the ecp- 
. tiftnomics today far. building a 
y water can^l just .do not add. 
up. Our . solution.' ot ! .if dry ' , 

canal has the same purpose:” ' 
The Jl.Bbn plan , from 
CINN r -, a, multinational 
group, to &ra375km railway . 
connecting two new ports at 
rem<AQ^datik^ Pdiz^ on the 
Carfbb^ahdnem^Rivas on . 
the Pacific . 'fi rival group of 
Nicaraguan Investors, SIT 
Global? -plans; a 456km raff 
route feeding from Monkey 
Point ■fc ti^’existipg Pacific 
port daf-Comno umfch would 
cost mJbn. However, SIT 
Global* scheme will be com- 
sderedotily if CINN fails to 
meet ahteftflttne to comptete 
its present ” feasibility 
studies, says Pablo Hurtado, ' 




EU hits back bn air alliances 


feKctatf SfcvMarln Mon 
and Smar Unto ta Bmnafc 


The war of words between 
Brussels and - Washington 
over Hie regulation of trans- 
atlantic aviation aTf«ii^ee« 
worsened yesterday when 
the Ccanmtesion hit hack' at 
US allegations that itriskBd 
pushing up fares. 

In an acrimonious letter to 
Charles Huzmicutt, the US 
a ssista n t secretary for avia- 
tion, Sard Van Ifiert. the 
European ife inn competition 
commissioner, said Washing- 
I ton appeared to have misun- 


derstood Brussels’ plans to 
Emit -the number of flights 
airline affiances operate on 
particular-routes. 

Mr VaaMlrart is consider- 
ing the proposals as part of 
his pfen* for regulating alli- 
ances between British Air* 
way ? and -Amt-dra m AttHneS 
and. between. Lufthansa of 
-Germany and United Air- 
fines of the US. 

He is also = pfenning to 
instruct them to give up 
takeoff and landing slots at 
their respective home bases 
at Frankfurt and Heathrow 
airports. • 


Mr Huzmicutt wrote to Mr 
Van Miert la# month saying 
the proposals an flight 
restrictions risked reducing 
competition and increasing 
fares, particularly for busi- 
ness travellers, in his reply, 
Mr Van Miert said that be 
had believed he was the only 
recipient of Mr Hunnicstt’s 
letter. “However, its wide 
distribution to the. public, 
suggests it was .intended to 
serve a different purpose. I 
therefore wandered whether 
I should reply at aD.” 

Mr Van Miert says that Us 
proposals lor affiances to 


reduce flights will only 
apply if “another credible 
competitor wants to enter 
the market on the routes 
concerned”. 

He adds: “IT no c om peti t or 
felrag on the affiance on fire 
given mates, no frequency 
reduction will h am to take 
place. 

Tn any event, at the aid 
of the season in question, 
any carrier, including the 
alliance, will be free to cant- 
pete without regulatory con- 
straints and fiw BW * n< * »>» 
again increase its capacity if j 
It wants to do so.” 


VW order will 
boost S Africa 


By Motor RUM 
b infimncBDuu 


Congress urges tougher food checks 


ay Huey. 


b wasnqgfea 


question is the economics of. 
what they are proposing.” 

And On this tb B feri ne t ry 

has doubts. One director of a 
leading shipping line said: 
“We would be surprised if 
this goes through- There Is 
Interest, but can you make it 
as cheap as the Panama 
Canal? Compared with rad, 
that is definitely still 
cheaper.” 

Mr- Bosco and CINN < 
lend that their land bridge 
service is a viable option 
given the constraints of the 
Panama Canal — heading for 
capacity in about 15 years’ 
time and able to serve ship6 
only up to a certain size, 
known as Panama*. 

Nicaragua’s deep-water 
ports and land bridge would 
let the growing fleet of “pastr 
Panamax” ships gain big 
economies of scale an long 
voyages. Containers would 
then be sent by rail between 
the parts and reloaded on to 
cmaiigr vessels for onward 
des tinatio ns, in a hub and 
spake operation. CINN says 
it -would also -compare 
faronrably with the long rail 
.ronton across -the US that 
.fljave 'ietefr bfedevffiedrh'y. 

^hbldr%B. • • '< ' i .• '-* • 

' -flu^ a vtow has^ merit, 
says^ohe ;sffipptogp*cen^uP 
tent, *ut also cotopetea 
firectiy.wiSi jficadagna’s cM 
rival .- FananML' There, TB 
companies Kansas City 
Southern Raflways and hfr- 
Jack, a terminal operator 
have a concession to bring 
Panama’s own moribund 
transcontinental railway 
baek to-Hfo; Mawzanillft. a 
•haaifaiflhiBfc tormina! at- the.: 
‘ Caribbean .part af Uolbn in 
wMfe 4 ". -tp 

■ Ste^eddfmg Services of 
Ainefict. has a half share, 

, moved nearly 600,000 twenty-, 
fbot'equivalept units In 1997- 
Other modem ports at each 
end of the canal are bring 
.developed by such compa- 
nies as Hang Kong's Hutchi- 
son Port Holdings and Evn> 

. green.of Taiwan.: 

- rVario Benedetti, of i 
-I iPanama : railway. jsa 
t/ “It seems- to me 
ILOm Investawnt mi^t, 
a little bit rfifficutf tojust; 
com pa red with here where 
we made a $60m investment. 
"How moch.vahime is there 
in this part oftha world? "We 
are not talking Hang Kong, 
Bbtfierdam ty'Lbs Argpl e B . I. 


Increasing food im pc als into 
the US has exposed 
Americans to mare than afei 
cases of foodbome Alness 
each year, according to a: 
report by file investigative 
arm of Congress. 

The General Accounting 
Office (GAO) said measures 
bring taken by the Food and 
j Drug Administration ware 
inadequate for the task of 
monitoring the flood of 
imports. Currently' it 
inspects less than 2 per cent 
of shipments, employing 
techniques which are inade- 
quate for ri nto rra fe ing «mmo 


dangerous organisms, the 
' GAO aalri. 

The US Agriculture 
.Department is responsible 
. for tnqpecrtng meet, poultry 
and some egg imports. It 
allows . imports only from 
those countries which have 
food safety systems equiva- 
lent to that of the US- It also 
sends inspectors abroad to 
check, an foreign systems. 
The Food and Drugs Admin- 
istration (FDA), however, 
has no.such authority. How- 
e ver, the a gency has already 
acknowledged problems and 
has requested Congres si onal 
nTT t h Ari*o*ingi for a .similar 
equivalency system. The 


GAO . recommended that 
Congress act on the request 

President Clinton has also 
asked for an additional 
$10Zm to hire more food 
inspectors and to provide 
technical assistance to US 
trade partners whose prod- 
ucts fail US tests. Tfe»«e pro- 
posals have yet to be passed 
by Congress. However, hear- 
ings this week held by Sena- 
tor Susan Coffins, a Maine 
Republican, who requested 
the GAO report, could bring 
Congressional action. 

The GAO found up to 81m 
Cases Of »nri 9,100 

deaths caused by food in 
1966. “The increased con- 


sumption erf imparted foods 
in the US further heightens 
file risk of illness,” it said. 
The report said the EDA is 
having difficulty keeping 
pace with the rising level of 
imports. Its cov era ge erf ship- 
ments has fallen fr om an 
estimated 6 per emit in fiscal 
1992 to an estimated 1.7 per 
cent in 1997. Further- 
more, individual products 
tested at ports of entry may 
not represent the health 
risks of an entire shipment. 

The GAO recommended 
that once Congress gave the i 
FDA equivalency authority, | 

the new system be phased in 

over time. • 


South African vehicle 
exports will increase four- 
fold next year since Volks- 
wagen of South Africa has 
been asked by its German 
parent company to supply 
R5bn (Slbn) worth of fourth- 
generatitm VW Golf cars to 
the UK market 

Built-up vehicle exports by 
all South African manufac- 
turers in 1997 were worth 
only Rl.lhn. 

VW of South Africa said 
the VW group had no spare 
capacity to produce the care 
at other plants and had 
turned to the South African 
subsidiary to produce the 

68.000 Golfs. VWSA plans 
nearly to double, its output 
to meet the order. 

It has earmarked an extra 
Rl50m of capital spending 
and will hire 1,000 new work- 
ers at its plant in the East- 
ern Cape, giving a badly 
needed boost to South Afri- 
can industry *>»ri the coun- 
try’s employment figures. 

Last year, VWSA produced 

65.000 cars, of which only 

6.000 were exported, mainly 
to Europe, Australia and 
other African countries. 

This year, it will make the 


same number, including 

8.000 for the new order and 

4.000 for other export mar- 
kets. In 2969, output will be 

116.000 vehicles, including 

60.000 Golfs for the UK. 

Hans-Christian Maergner. 

managing director of VWSA, 
was pleased at the order but 
warned South Africa’s tradi- 
tionally militant trade 
unions they would have to 
abandon labour unrest 

He urged them to accept 
modem, more flexible work- 
ing practices so the country 
could flourish as an interna- 
tional supplier of vehicles. 

The South African car 
market has long been 
heavily protected, but tariffs 
have now started to fall and 
makers with small produc- 
tion runs are being encour- 
aged to rationalise their 
Operations. Vehicle compo- 
nent exports have been ris- 
ing last. 

“Reliability of supply has 
to be guaranteed,” Mr 
Maergner said. “We cannot 
tolerate un procedural labour 
disruptions. The world is not 
waiting for South Africa to 
catch up but is improving in 
leaps and bounds. 

“We will need to make 
quantum leaps to catch up 
and stay competitive.” 
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COPPER MARKET MANIPULATION UK AND US REGULATORS SAYAGREEMENTS BRING INVESTIGATIONS TO AN END 

Sumitomo to pay $133m in claims 


By NOdd Taft to Chicago, 

Richard Woffle to Washington 
and Kenneth Gooding in London 

Sumitomo Corporation is to 
pay $!33m to settle claims by 
regulators in the US and the 
UK arising from manipula- 
tion of the copper market by 
its senior trader. Yasua 
Hamanaka. The Japanese 
group has set aside a further 
825m in the US to "provide 
restitution to persons 
injured by Sumitomo's 
unlawful conduct". 

The regulators have been 
investigating Sumitomo and 


several other companies 
since 1996 when the Japa> 
□ese trading giant revealed 
that Mr Hamanaka's unau- 
thorised trading had built up 
copper losses of C2.6bn. 

Sumitomo did not not 
admit or deny the regula- 
tors' allegations but the US 
Commodity F uture s Trading 
Commission (CFTQ and the 
Financial Sendees Authority 
(FSA) in the UK said the 
accords brought their regula- 
tory Investigations of the 
Japanese group to an end. 

They made it clear, how- 
ever, that, with Sumitomo's 


help, they were continuing 
to pursue investigations of 
other companies involved in 
the copper scandal. The UK's 
Serious Fraud Office also 
said its criminal Investiga- 
tion was continuing. 

The $l50m total settlement 
in the US is said to be the 
largest civil penalty imposed 
by any US regulatory 
agency, although there have 
been larger settlements 
where criminal charges have 
been involved. The payment 
of f8m to the UK's FSA, for- 
merly known as the Securi- 
ties and Investments Board, 


Ex-Miss Universe takes off her 
gloves to fight for presidency 

Venezuela’s Irene Saez has exchanged her glamorous image for 
sober suits in her determination to eradicate poverty and 
overhaul the education system. Raymond Colitt reports 


W ith the same pag- 
eantry that won her 
the Miss Universe 
crown in 1981. the 36-year- 
old Irene Saez officially 
launched her campaign to 
become the nest president of 
Venezuela at the weekend. 

“I am here today to 
assume the responsibility of 
r unning for the presidency 
of the republic,” she 
announced before a cheering 
crowd of supporters in Car- 
acas after more than a year 
of speculation about her can- 
didacy. 

Her second big rally in a 
week marks the beginning of 
an aggressive campaign to 
regain her long-held lead in 
the polls, which she recently 
lost to her rival candidate, 
Hugo Ch&vez. the former 
military coup leader. 

In the latest survey of 
voter intentions before her 
campaign launch. Da tan al- 
ls is, the polling company, 
gave Mr CMvez 27J2 per cent 
compared with 22.2 per cent 
for Miss Saez. 

The rallies were targeted 
directly at discrediting Mr 
ChAvez and winning back 
voters from his camp. Dur- 
ing one rally, a cinema-size 


screen showed images of the 
1989 bloody street riots and 
of Mr Chavez's failed coup 
attempt in 1992. 

Against this backdrop. 
Miss Saez vowed to achieve 
progress without shedding 
blood, playing on common 
fears of Mr Chavez's alleg- 
edly inherent authoritarian- 
ism and violence. 

Eager to match Mr 
Chfivez's populist rhetoric 
aimed at the majority of 

‘I want Venezuela 
to be orderly and 
modem - part of 
the first world’ 


Venezuelans whose income 
is insufficient to meet basic 
needs. Miss S&ez pledged to 
eradicate poverty and over- 
haul the decaying education 
system. 

She pledged to Increase 
food subsidies for children 
and aid for senior citizens 
and single mothers. Announ- 
cing the end of paternalism 
and the "father state” and 


the beginning of the “mother 
state”, she implied that a 
government led by a woman 
would be more compassion- 
ate. 

It would be a smaller gov- 
ernment. she promised. She 
would reduce the number of 
ministries from 24 to 10. pro- 
mote economic decentralisa- 
tion. honour the country's 
foreign debt obligations, and 
continue with the opening of 
the country’s petrol sector to 

private capital - goals aimed 
at placating initial investor 
concerns while avoiding flak 
from rival candidates. 

In a country where beauty 
queens are revered like 
national heroes. Miss S£ez 
has come a long way with 
her golden hair, radiant 
smile and inn ocent image. 

But she is now seeking to 
appear more forceful and 
dynamic in order to dispel 
criticism that aha lar-its lead- 
ership and is unable to take 
on the political establish- 
ment which is widely held 
responsible for squandering 
the country's oil wealth over 
the past decades. 

With a passionate voice 
the sober-clad Miss Sdez 
reminds many observers of 


is unprecedented. 

Brooksley Born, chair of 
the CFTC, said the high level 
of the Sl25m fine Sumitomo 
had agreed to pay reflected 
the group’s profits from 
manipulating the copper 
market in 1995 and 1996 
when Mr Hamanaka and 
Sumitomo’s agent or agents 
established and maintained 
large and dominant futures 
positions in copper on the 
London Metal Exchange to 
force up the price. This did 
“very serious harm" to- the 
copper market. 

But the penalty also took 


into account the fact Mr 
Hamanaka had concealed his 
activities from superiors by 
forging signatures and had 
profited pers onall y. 

Both the CFTC and the 
FSA said Sumitomo had 
given prompt, valuable and 
extensive co-operation to 
their inquiries following Mr 
Ham anaka’s confession. The 
CFTC said that it might 
■ have been impossible to 

obtain some of the informa- 
tion. “particularly taking 
into account that Sumitomo 
is a foreign corporation". In 
March Mr Hamanaka was 


sentenced to eight years in 
prison after admitting fraud. 

The copper investigations 

resulted in unprecedented 
co-operation between regula- 
tors in Japan, the UK and 
the US and resulted in new 
measures enabling them to 
share information and to 
address potential market 
manipulation of any kind or 
other " abus ive practices". 

The CFTC said $25m from 
Sumitomo would be placed 
into escrow for four years to 
provide restitution to private 
parties hurt by the copper 
market manipulation. 



ton* SAez campaigning at the weekend: she is expected to stress ber achievements as mayor AP 


Eva PenJn, Argentina’s 
revered matriarch and cham- 
pion of the poor. 

Her well-rehearsed rally 
reveals a sophisticated pub- 
lic relations machine - a 
new, Hollywood-style. image- 
driven campaign, hitherto 
little known in Venezuela. 

Though Miss Saez insis ts 
she remains independent 
from traditional parties and 
politics, she has close con- 
tacts with Copei, the Social 
Christian party, which could 
decide to back her in an 
internal party vote on Thurs- 
day. 

Political analysts say sepa- 


rate but allied campaig ns 
would gain Miss Saez and 
Copei more votes in total. 
They say Miss Sfiez would 
alienate many of her sup- 
porters if she were seen as 
an official candida te of a tra- 
ditional party. 

“Miss Saez has established 
her conditions. It is now up 
to Copei to decide whether 
they want to accept them," 
insisted Antonio Jose Her- 
rera, a leader of the “Force 
of Change” movement, an 
alliance she formed last 
week with two minor par- 
ties, Including the leftist 
Causa Radical. She has also 


resigned from her jab as 
mayor of the Caracas district 
of Chacao. 

In future rallies. Miss S&ez 
is expected to stress her 
achievements in Chacao. 
where she has earned high 
marks for reducing crime, 
balancing the budget, and 
improving public services. 

Smart-looking police on 
roller skats and mountain 
bikes crack down on traffic 
violators, and mobile health- 
care units provide free assis- 
tance an the streets. "1 want 
Venezuela to be orderly and 
modern - part of the first 
world.” she has said. 


NEWS DIGEST 

UNDERWRITING QUAIIIY UNDER J®?. 

US banks have eased 
loan standards, say FDIC 

US banks have «ed standards 

last etx months, partteularty tor 

and construction lending, according to a report by the Federal 
Deposit Insurance Corporation. 

Loose underwriting standards 
of the chief reasons for the bankhXjcriso 
beginning of this decade when severs/ banks.»^^CMcc«p. 
came dose to insolvency. Many toaranvxieto 

erty construction at the peak of the real estate boom hod to 

be written off. 

According to the report, 31 per cent of the 387 barto 
which made construction loa ns now “fre quently tondedijpec- 
ulatfve construction projects" compared wrth 1 18 pm 
year earter. It also found 13 per cent of the 6 12 banks which 
making commercial real estate loans felted 
ment sources other Chon the project being funded - up from 8 
per cant last year. John Authors, New York 

PARAGUAY ELECTION 

Cubas confident of victory 

Paraguay’s ruling Colorado party led by Raul Cubas Grau 
yesterday expressed confidence it would wm the country’s 
general election after international obervers played down 
claims by the apposition Democratic Alliance of wholesale 
fraud . 

Exit polls and a detailed survey by Saka. the respected 
local non-govem mental organisation, showed the Coto rados 
between 6 to 10 percentage points ahead of the Democratic 
Affiance. 

Domingo LaJno, toaster of the opposition Democratic Alli- 
ance, was quick to accuse the ruling party ot trying to win by 
"monumentaT fraud. But International observers, under toe 
auspices of the Organisation of American States, said vottog 
in the weekend election had been relatively peaceful and effi- 
cient, though there had been evidence of minor abuses. 

Ken Warn, Asuncion 


YACYRETA DAM PROJECT 


World Bank issues apology 

The World Bank has formally apologised for attempting to 
play down toe criticisms contained to an Internal report over 
its handling of the $8.5bn Yacyreta dam project between 
Argentina and Paraguay. 

In a letter sent last week to a Paraguayan environmental 
group, the bank conveys toe "profound concern" of its presi- 
dent, James Wotfensohn, over the issue. 

An earlier letter from Isabel Guerrero, then acting vice-presi- 
dent for Latin America at the bank, written in February to toe 
binattonal agency responsible for the dam’s construction, said 
the report had conducted the bank’s handling of the project 
had been satisfactory. This letter was made public in a Para- 
guayan newspaper, and prompted a storm of criticism from 
environmental groups. 

The latest letter admits the report, from toe bank's internal 
Inspection panel, was critical of the project over Its entire 14- 
year life, saying it suffered from "fundamental problems". 
Including serious health hazards arising from its failure to 
meet resettlement goals. Stephen Fkfler, Washington 
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You keep 
the roses. 

Modem IT systems promise you the flexibility 
and speed you need to keep that crucial step 
ahead of your competition. The breathtaking 
pacB with which new technologies are being 
developed for distributed systems and com- 
plex network structures is opening up brand 
new freedom and a wealth of options for 
custom-tailored ITsolutions. The real world, 
though, shows that this new freedom also 
brings with it a host of new problems. 


We worry about 
the thorns. 

Maximum system availability hinges upon compre- 
hensive support and cross-vendor know-how. Man- 
power and expertise that often enough exceed the 
capabilities of your own team. That doesn't have to 
be a problem for you, though, if you put your trust in 
a competent partner who will stand by you right from 
the very beginning in planning, designing, deploying 
and operating your custom-tailored Usolution. A 
partner who will take the bothersome routine work off 
your hands and let you focus on your core business. 


Information Technology 
without the Thoms. 


So you can concentrate on the challenges 
of your market and leave the deployment 
and support of your systems and net- 
works to Siemens Nixdorf (T Service. 
Our specialists have the cross-vendor 
know-how that's needed to assure maxi- 
mum availability of your systems. For 
more information, simply fax this ad to 
us at +49-89-636-4 55 79. Don't forget 
to add your name and addressl 


Siemens Nixdorf: User Centered Computing 


*y\vo \'P-£i 









FINANCIAL TIMES TUESDAY MAY 12 1998 


c RFI »E ' 

iiT 68sei1 * 


.PX-; 

.rpfr : 


- 

- ■ 

' 

V7'.,_ v 

• • - 


■^n! Q ( vi 


victory 


• CSpi 

. Y:'** ■ 

■ '• 
■-^03; ; 

'V—:*!- ; 

, "‘T 5 * 5 * ! 

•". acca, ri 

* 

■" 


' - 


■• SiiCS apology 


•”o: 




• -r£- 


'•■s 

;■;«* 

i' 7 h 

-ft A 


Ar.*.igfr 



/ 


S’ 


. .* ■■ * • \V 5 \ 

* v •: ■ * HP. 


r- t . -v 


i, n ntOyV s 


r { :S 



DOES YOUR COMPANY 
HAVE AN IDEA WE CAN 
TAKE SOMEPLACE? 

Along the windblown prairies of Penelope, Texas, GTE is simply... the phone company. But far away in 
China, we’re a paging service for 25 cities. In Redmond, Washington, we’re a sophisticated LAN system 
for Microsoft. In Washington, D.C., we’re managers of a private data network for the U.S. Treasury. 


We're still a provider of local phone service . with different countries. Oil the Web. our Super Pages 9 Interactive 


more than 21 million lines in the U.S But we also Services received more than 28 million visitors last year. Were 


go far beyond that we're moving ideas m a lot of different ways. a leader in managed Internet security. We deliver cellular 

GTE hosts some of the largest websites in the world , service in Venezuela. We provide 911 service for millions of 

supporting more than 25 million page views a day. We're peoplein .California. 

developing a 17, 000-m ile, coast-to~coast data, network. It And. yes, we're still the people who make the phones ring 



* . ' • will expand the capacity of the GTE network to 100 times the 

ijr' ’ • • • . 

! i i' y size of today's Internet ■ 

Were also a long-distance company with more than two 
million customers. GTE provides directory services in seventeen 


HTr - 

£'-■ -U- l ' 


in Penelope, Texas. Muskegon, Michigan. And Lynnwood, 
Washington . We're a company clear in its mission of moving 
ideas for people, no matter where they live* of where they work, 


or where their lives and businesses take them. 


We’re people who move ideas via local phone lines,, long distance, wireless, video, Internet and 
directories. That’s what we do. That’s who we are. Does your company have an idea we can take someplace? 


www.gte.com 
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BRITAIN 

‘ARMS-TO-AFRICA’ OPPOSITION CLAIMS GOVERNMENT'S 'ETHICAL' FOREIGN POLICY HAS BEEN TORN UP 


Blair praises accused Sierra Leone envoy 


Andrew Parker hi London and 
WcbeiB Wrong in KdraM 

Tony Blair, the UK prime 
minister, yesterday changed 
tack In the government’s 
response to the “arms-to- 
Africa” affair, lavishing 
praise on the British diplo- 
mat accused of co-ordinating 
the supply of arms to Sierra 
Leone in breach of a United 
Nations embargo. 

The prime minister said 
Peter Penfold, the British 


high co mmissi oner to SlaTa 
Leone, was doing a superb 
job, and that Britain had 
been right to help restore to 
power the west African 
country's democratically 
elected president 
The opposition Conserva- 
tive party, which Is demand- 
ing a public inquiry into the 
affair, claimed that Mr Blair 
had in effect torn up the 
“ethical” foreign policy 
trumpeted by Robin Cook, 
the foreign secretary. 


Mr Blair's intervention fol- 
lows strong protests by 
senior Foreign Office offi- 
cials, who believe they are 
becoming scapegoats in one 
of the biggest crises to so fer 
face the Labour government. 
Sandline, the British film of 
military consultants accused 
of breaching the UN 
embargo by supplying arms 
to Sierra Leone, has claimed 
that its operation was initi- 
ated and approved by Mr 
Penfbld. 


Mir Cook, who has main- 
tained that no ministerial 
authorisation was given to 
Sandline's activities, last 
week made plain he was 
angry with officials for fall- 
ing to Inform ministers 
about a Customs&Excise 
investigation into the com- 
pany. 

Mr Blair also said last 
Wednesday Wmt any offinialc 
found to have infringed UN 
resolutions would be disci- 
plined. 


But y e sterday Mr Blair dis- 
missed the controversy aver 
the role allegedly played by 
British officials as a issue 
which had been overblown. 
He said: “Don't let us forget 
that what was happening 
was that the UN and the UK 
were both trying to help the 
democratic regime restore 
its position bom an illegal 
military coup. They were 
quite right to do it" 
President Ahmed Tejan 
Kabbah, the Sierra Leone 


president, was. restored to 
power after a counter coup 
ted by Nigerian troops and 
supported by British merce- 
naries in March. 

Mr Blair stressed that it 
would have been, wrong' to 
become Involved in breach- 
ing UN sanctions. 

Meanwhile, Julius Spen- 
cer. the Sierra Leone 
information minister, said 
he did not believe the British 
government ; had been 
Involved in the $iOm deal 


between SandJine and Presi- 
dent Kabbah for the supply 
of anas. 

It emerged last night that 
the government cut back its 
aid programme to Sierra 
Leone after the coup lost 
year. 

ActionAid. a charity, • 
claimed that the Department 
for International Develop- 
ment's decision was part of 
an effort , by the Foreign 
Office to undermine the 
junta. .. 


Colonial heritage provides 
potential African flashpoints 


The continent appears to be low on the UK 
foreign secretary’s agenda, Michael 
Holman and Michela Wrong are told 

T he African minister was seen in terms of aid and 
Ambus. “The British for- debt" - handled by Clare 
edgn secretary Is just not Short, at the international 
Interested In us," he development department 
exploded. and Gordon Brawn, the 

HJs country, one of chancellor of the exchequer. 
Britain’s former colonies, is But Britain's ties to Africa 
gripped by its most serious - through its colonial heri- 
political and economic crisis tage as well as trade and 
since independence. But the investment - are more 
minister’s efforts to discuss important than for any other 
It with Robin Cook, his Brit- industrialised country 

ish counterpart, while pass- 

mg through London just 

days before had failed. At a It n3S left the 

stopover on his way home, . 

he was letting off steam: impression, says 

“Africa is way down his 

agenda”. one ambassador 

As recriminations and . 

accusations are exchanged “hat Africa policy 
over Britain's role in Sierra . 

Leone, many officials in the IS S€€il in terms 

Foreign Office and British 

diplomats serving in mis- OT aid and debt 


As recriminations and 
accusations are exchanged 
over Britain's role in Sierra 
many officials in the 
Foreign Office and British 
diplomats serving in mis- 
sions in Africa will echo this 
view. Until the Sierra Leone 
issue blew up, Mr Cook 
made dear that bis priorities 
lay elsewhere - in Europe, 
Asia and the US. He regu- 
larly resisted attempts to 
provide more time for visit- 
ing African ministers, Brit- 
ish ambassadors and high 
commissioners posted to the 
region. 

“It has left the impres- 
sion,” says one African 
ambassador in London, “that 
Africa policy is now mainly 


except France. “Historical, 
cultural, commercial and 
military links continue to 
give Britain a vital role.” 
says a British businessman 
with Interests in Africa. 
“But more often than not, it 
is a responsibility it declines 
to shoulder.” 

Four former colonies stand 
out as potential flashpoints: 
Kenya and Zimbabwe, where 
the reign of two political 
autocrats is coming to end; 


Zambia, where hopes for 
good governance have been 
dawhpri; and Nigeria, where 
the military regime has 
locked up its opponents and 
Is blatantly rigging a trans- 
fer to democratic contraL 

The two most pressing are 
Nigeria and Kenya. Nigeria 
Is Africa's most populous 
state, its leading oO exporter 
and the most important mili- 
tary power in west Africa. It 
is algo Britain's leading trad- 
ing partner apart from South 
Africa and a vital source of 
oil production for Shell, 
Mobil, Elf and Agip. 

But Nigeria provides the 
best example of the weak- 
ness of British policy in the 
face of a complex problem. 
Gen Sani Abacfaa. military 
ruler since 1998, has deliber- 
ately delayed a return to 
civ ilian rule and dismissed 
international efforts to pro- 
mote human rights. 

Attempts to impose 
tougher sanctions - the 
regime Is subject to visa 
restrictions and a ban on 
arms imports - have met 
with British hesitancy. In 
the Commonwealth, from 
whose membership Nigeria 
has been suspended, Canada 
has made the running. While 
the Commonwealth is con- 
templating measures includ- 
ing an asset freeze and sus- 
pension of air links, the 
British government is back- 
ing British Airways’ efforts 
to resume its lucrative ser- 
vice to Lagos. 



RavotaUonafy United Bront aoMtora cetebrate In 1997 after ousting President Kabbah. The RUF regime has fttcfl now been o v erthrown A P 


In Kenya, the most devel- 
oped economy in East 
Africa, political tension is 
growing. Here, also, Britain 
has substantial trade and 
investment links. 

The two countries also 
have a military co-operation 
agreement which caters for 
shared intelligence and 
allows British troops to exer- 
cise on land in northern 
Kenya using live ammuni- 
tion. 

A confrontation with Pres- 
ident Daniel arap Moi, just 
re-elected for a fifth five-year 
term, would pot such Inter- 
ests at risk. 

Another danger also 


hannts London: that condi- 
tions in Kenya would 
become so bad that the thou- 
sands of Kenyan Asians with 
British right of abode would 
flee the country in a repeat 
of the exodus from Uganda 
25 years ago. 

This explains the ambiva- 
lence in British policy 
towards the country in 
recent years. But the line 
from London has undoubt- 
edly hardened In recent 
months. 

“We've been sending out a 
very frank message: “new 
Britain, new Kenya’. It has 
been mmto extremely clear,” 
says one offitiaL 


The stance has been 
nnffprfTngrf by the fittfe-no- 
ttced blocking of exports of 
riot control equipment to the 
Kenyan police, an effective 
vote of no confidence in the 
security apparatus. And 
while Britain has not fakpn 
the lead in supporting last 
August's suspension of aid 
by the International Mone- 
tary Fund, it is participating 
in an aid go-slow instituted 
by the European Union. 

Africa dropped down the 
international agenda when 
the cold war ended, as its 
strategic significance in 
superp o w er r elations dimin- 
ished. 


But the continent has 
retained a capacity to force 
its way into the public gaze. 

The US suffered a bloody 
nose in its attempt to inter- 
vene in the civil war in 
Somalia, while France is still 
grappling with the repercus- 
sions of its involvement in 
the Rwandan genocide. 

The concern In the For- 
eign Office is that nrrinw; Mr 
Cook puts Africa higher on 
his list of concerns. Sierra 
Leone will not be the last 
time that the foreign secre- 
tary appears to have bear 
caught unprepared. 


Martin WoH, Page 18 


BA urges 
rejection 9 
of easy Jet 
court bid 


Law Courts OowaspumlBot 


British Airways asked the 
High Court to London yes- 
terday to halt a legal action 
brought by easyJet, a 4ow- 
cost airline. EasyJet . has 
asked for an injunct ioa to 
ground Go. BA's rival tow. 
cost operator. 

EasyJet is seeking 1 an 
injunction to prevent; BA 
illegally crogMUbaldtolny Its 
new airline, which is dife to 0 
start operating this moots. 

The low-cost operator 1 has 
accused BA of broaching 
article 86 of the Europan 
Community's Treaty! of 
Rome by abusing its duni- 
nant market position to sti- 
fle competition. EasyJet aid 
BA had released insufficknt 
information to enable outrid- 
ers to make judgments a taut 
the size of any subsidies. to 
Go. 

But BA asked the courtto 
strike out easyJet's claim is 
unsustainable in law. A 
yer for BA said the comrar- 
dal opportunities offered fcr 
competitive deregulation if 
European routes were beftg 
exploited by airlines such a 
easy Jet, Virgin, Debonai, ^ 
Ryanair - and now Go, will 
flights initially from London 
to Rome, Milan and Coper 
hagen. 

EasyJet complained tha 
BA was unfairly subsidising 
Its subsidiary by guarantee- 
ing its aircraft teases, thus 
lending BA's creditworthi- 
ness to Go so that more 
favourable rates of hire 
could be negotiated. 

It was also said that Go 
benefited from the brand 
image effect because custom- 
ers would believe that a 
company associated with 
BA would have higher stan- 
dards of reliability and 
safety. 

BA said the suggestion 
that it was abusing a domi- " 
nant position In the sched- 
uled airline market by set- 
ting up and assisting a A <- 
subsidiary in the low-cosi* 
market - where it had no 
dominance - was unsustain- 
able. 

The case continues. i 
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The power to create value 
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OUR V STANDS FOR VALUE 
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Today just growing a business isn't enough. Creating shareholder value 
over the long term is the name of the game. At-VEBA, a $46 billion 
German company, we manage a group active in..the fields of electricity, 
chemicals, oil, distribution, logistics, real-estate management and 
telecommunications. And we concentrate on markets in which we 
are now, or have the potential to become, the #1 or #2 player. In 


an increasingly challenging business world, it’s good to know that 
managing for the long run pays off: over the past five years, we’ve more 
than tripled our share price. 

If you share our point of view it’s time you learned more about VEBA. 
For further information, you can reach us by: Phone: ++49 (211) 4579-600, 
Fax: ++49 (211) 4579-532, or Internet: www.veba.com 
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S HARE ISSU ES CQMPET1TIQNWATCHDGG INVESTIGATING TWO COMPLEX MONOPOLIES 


Dresdner 


Cartels alleged in underwriting 


By Jane Martinson, 
Investment Correspondent 


The Monopolies and Mergers 
Commission said yesterday 
Its six-month inquiry into 
the UK system of underwrit- 
ing share issues for compa- 
nies had found evidence of 
two cartels. 

In provisional findings 
made public for the first 
time yesterday the MMC set 
out 28 points for discussion 
In deciding whether the two 
complex monopolies it had 
found were against the pub- 
lic interest It also put for- 
ward 15 possible remedies. 


incl uding malting the tender- 
ing of sub-underwriting fees 
mandatory. 

The commission's final 
judgment is scheduled for 
publication on November 20. 
But few who read yester- 
day’s report believed it 
would leave the existing sys- 
tem unchanged. 

The provisional findings 
indicated there is a complex 
monopoly in both the supply 
of lead underwriting and 
sub-underwriting, where 
standard Tees are charged in 
more than 25 per cent of all 
cases. 

Traditionally. UK compa- 


nies have been charged 2 per 
cent of the money they raise 
Grom new issues. UK invest- 
ment h anks and institutional 
shareholders have argued 
that the system was already 
changing, with an increase 

in the use of non-standard 
fees. 

Bat the inquiry has found 
that investment banks with 
an 88 per cent share of the 
lead underwriting market 
charged standard fees in 
more than 25 per cent of 
cases. 

Denise Kingsmill. chair- 
man of the inquiry, said: “it 
is very diffi cult to see how 


standard fees can be compet- 
itive because you are paying 
the same price for different 
levels of risk.” 

Although Ms Kingsmill 
stressed that yesterday's 
report was only provisional. 

she questioned whether the 
system would change with- 
out further intervention. 
“The question is: would 
these changes have hap- 
pened by themselves? And 
will they continue to happen 
without the continued input 
from the competition author- 
ities?" 

Most in the industry wel- 
comed the opportunity for 


further debate. John Rogers, 
director of investment ser- 
vices at the National Associ- 
ation of Pension Funds, said 
while he was surprised that 
sub-underwriting had been 
found to be a monopoly, the 
eventual decision would rest 
on the definition of public 
interest “I think you'll prob- 
ably find a small number of 
investment banks, not neces- 
sarily of UK origin, which 
are used to operating in a 
different market place and 
used to charging higher 
fees" 

Lex, Page 25 


‘MAD COW DISEASE* COMMISSION TO OFFER PLAN NEXT MONTH 

EU ministers soon to 
review beef export ban 



Balance sought for work and leisure 


By HBdtad Smith 
In Newcastle upon Tyne 

European Union farm 
ministers will next month 
consider ending a ban on 
beef exports from mainland 
Britain, raising hopes that 
exports could start later this 
year. 

Franz Fischler, EU farm 
commissioner, said yester- 
day that a European Com- 
mission plan allowing 
exports of cattle bom after 
August 1996 would be pres- 
ented to farm minis ters at 
their June meeting. 

He said he hoped Northern 
Ireland would be able to 
start exporting beef later 
this month or early in June. 

Mr Fischler was speaking 
after the UK government 
demonstrated to EU farm 
mini sters at an informal 
meeting in Newcastle upon 
Tyne, north-east England, 
how they are fi ghting BSE, 
or “mad cow disease" with a 
cattle tracing system. 

Ministers and their offi- 
cials appeared impressed by 
a system which traces the 
movements of cattle from 
birth to delivery of the meat 
to retailers. However, sev- 
eral have still to be con- 
vinced that the ban on main- 


Call for hens 
to be liberated 

The UK should use its 
presidency of the European 
Union to end the use of cages 
for battery hens, animal welfare 
campaigners - led by 
Compassion in World Farming - 
said yesterday. They plan to 
stage a demonstration 
tomorrow outside the hotel 
hosting the EU farm meeting. 
The protesters say they are 
angry about recent European 
Commission proposals which 
fail to include a ban on cages 
for egg-laying hens. Instead, 
they propose minor changes 
such as a small space Increase 
per hen, a measure which 
would still prevent hens carrying 
out most normal behaviour, 
such as flapping their wings or 
laying eggs in a nest 


land Britain should be lifted. 

Franz-Josef Fetter, Ger- 
man farm ministry secre- 
tary, described the system as 
“Europe-compatible," but 
added: “There is a difference 
between establishing a sys- 
tem of accurate tracking and 
actually lifting the ban 
because there is a particular 


BSE situation in the UK.” It 
is thought unlikely that Ger- 
many would support a lifting 
of the ban on m ainlan d UK 
beef before its national elec- 
tions in September. 

Mr Fischler said yesterday 
it was possible ministers 
could approve the scheme 
for mainland Britain on first 
consideration next month. 
Most EU Officials think that 
is unlikely, but that an end 
of the ban this year looks 
increasingly possible. The 
ban was Imposed in March 
1996 after UK scientists 
found a possible link 
between BSE and new vari- 
ant CJD. a similar disease 
affecting humans. 

Wilhelm Molterer, Aus- 
trian agriculture minister, 
said he was impressed by the 
work the British government 
had done to try to end the 
beef ban but he warned that 
there would have to be more 
discussion before any pro- 
posals were adopted. 

Austria will take over the 
rotating presidency of the 
EU from July. 

The Commission's scheme 
for allowing the export of 
cattle born after August 1996 
will be presented shortly to 
the ElTs standing veterinary 
committee. 


British Telecommunications is 
setting up a "national work-life 
forum" at the government's 
request to explore ways of 
working that produce a better 
balance between the 
demands of business and 
employees' personal lives, 
Alison Maitland writes. It wiH 
be chaired by Joanna Foster 
(above), former head of the 


Equal Opportunities 
Commission and director of 
the BT Forum, which 
promotes more open 
communication to handle 
social change. The new forum 
is designed to complement 
initiatives on childcare, 
working famines and the 
European parental leave and 
working time directives. 


examines 
viability 
of London 
funds HQ 

By James Mackintosh 
In London 

Dresdner RCM is examining 
the long-term viability of 
London as a base for its 
investment funds, with Dub- 
lin and Luxembourg as 
options Tor relocation. The 
two cities are more popular 
with European investors. 

The company was formed 
from the merging of the 
investment management 
operations of Kteinwort Ben- 
son and Thornton. 

The review comes as 
Dresdner RCM is planning to 
rationalise its overlapping 
unit trust (mutual fund) 
range, merging 18 trusts 
worth £636J>m ($L06bn) into 
just eight funds. A total of 23 
trusts would be on offer 
after the mergers, assu min g 
they receive approval. 

lire consolidation of trusts 
is the first step in reorgani- 
sation. The creation of a 
London-based open-ended 
investment company (oeic) 
to act as an umbrella fund is 
due next. Each trust would 
be a sub-fund to the oeic. 

But Stephen Westwood, 
assistant director of Dresd- 
ner RCM. said he was keep- 
ing a close eye on Thread- 
needle, a competing 
manager which this year 
moved its Luxembourg- 
based Sicav. similar to an 
oeic, to London. 

Some smaller managers 
have mooted moving their 
funds' domicile to Dublin to 
cut costs. “My present think- 
ing is that for oeics London 
is the home,” Mr Westwood 
said. He adknowlegded costs 
were higher in Luxembourg 
than London, and added: 
“The more that we can cut 
costs and consolidate, the 
more efficient we are and 
the better off our customers 
are.” 

Dresdner RCM has around 
£lbn In UK unit trusts and 
another £lbn offshore, 
spread across Dublin. Lux- 
embourg and the Channel 
Islands between England 
and France. 



COAL INDUSTRY 

Block on gas-fired power 
stations is condemned 


The government yesterday cams under renewed att ack a vor 
its efforts to ensure the survival of the coal industry^ after it 
proposed blocking the construction of new gas-fired ipowor 
stations, even where consent had already been granted. 
Developers attacked the move as "not worthy ot a third wohd 
government" and said it threatened the UK’s P 05 ™®" a * a 
centre for private sector power projects. The Confederation or 
British Industry, the employers’ lobby, is pressing the 
ment not to extend the moratorium on new gas-fired stations. 
Opposition to the moratorium has the fuH backing of the CBl s 
enemy committee, which represents all sides of the industry, 
including coal. Adair Turner. CBi director-general, has warned 
ministers that such a move would cost thousands of jobs and 


MANUFACTURING 


Sector slides into ‘recession’ 

UK engineering companies 
are continuing to step up 
production despite the 
strong pound, but not 
enough to stop manufactur- 
ing as a whole from slipping 
into recession. Factory out- 
put fen by 0.1 per cent In the 
first quarter, following n 0.5 
per cent drop in the previous 
quarter. Two successive 
quarterly declines means the 
sector is technically in reces- 
sion. But the picture in 
recent months ts one of 
stagnation rather than 
decline. Factory output was 
unchanged in March, with 
official statistics estimating a 
flat underlying trend for the fourth successive month. Mean- 
while, the British Retail Consortium reported weaker trade in 
shops this spring than last year, with the value of sales grow- 
ing 2.75 per cent a month over March and April. But the fig- 
ures had little Impact on interest rate expectations, with atten- 
tion focused on tomorrow's inflation report from the Bank of 
England, the UK central bank. Manufacturing is expected to 
remain weak. Robert Chote, London 


PRIVATISED RAIL COMPANIES 

CGE offshoot fined $2.3m 

An English privatised train company owned by Compagnle 
Generate des Eaux of France yesterday received the heaviest 
penalty among eight imposed by the rail franchising director. 
John O’Brien. Connex South Eastern was ordered to pay 
£1 .36m (S2.27m) far a combination of poor punctuality, can- 
cellations and overcrowding on its trains. Mr O'Brien called 
for "a dramatic improvement In the currently unsatisfactory 
performance" of the privatised train companies after eight 
were levied penalties totalling nearly £4m for service failings. 
Mr O’Brien said: "Passengers have a right to expect perfor- 
mance to improve year on year. Instead, punctuality generally 
has slipped back." Charles Batchelor, London 


Factory output stagnates 
ManutaSiHlDgaaptitindDi. 
(revtsad (ieflnt&on. 199fc10ffl 
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CONTRACTS & TENDERS 



THE MINISTER OF THE STATE TREASURY 
OF THE REPUBLIC OF POLAND 


with its seat in Warsaw, 
at ul. Krucza 36/WspdIna 6 
00-522 Warsaw 

acting cm behalf of the State Treasury pursuant to Article 33 section 1 point 3 of the Act 
of August 30, 1996, on Commercialisation and Privatisation of Stale-Owned 
Enterprises (Journal of Laws No 1 18, item 561, as amended), 

announces the invitation to tender 

for ail and any entities interested in the purchase of not more than 4 316 670 (four 
million three hundred sixteen thousand six hundred and seventy! ordinary bearer shares 
of a nominal value of PLN 5 (five) each of Bank Pizemyslowo-Handlowy S polka 
Akcyjna, having its corporate seal in Krak6w, at ul. Na Zjezdzie 11, 30-527 Kxak6w. 

The subject of the tender shall involve in particular, price for the shares, investment 
commitments related to a potential capital increase, know-how, improvement in the 
quality of services, expansion of operations, protection of the interests of die employees 
and other persons connected with the bank, commitments related to environmental 
protection and the procedure for securing the execution of the above commitments. 

Written declarations of interest shall be submitted exclusively in the Polish language, 
receipt confirmed, to the Department of Strategic Enterprise and Financial Institutions 
at the Ministry of the State Treasury, room 477. by 12:00 on May 20. 1998. The 
contact person shall be Mrs. MaJgorzata AJeksiewicz. 

Written declaration of interest shall contain: name and surname and address or business 
name of the company and its legal status, excerpt from the appropriate register, proof 
of authorisation to act on behalf of the interested party. 

Upon filing the written declaration of interest and signing the confidentiality letter, all 
interested parties shall receive, during the period from May 21 to May 25, 1998, 
materials containing information regarding the conditions to be met by the initial share 
purchase offer and other relevant information regarding the procedure of the tender 
offer. Due to the fact that Bank Przemyslowo-Handlowy is a public company, the 
information regarding its legal, commercial and financial standing is publicly available. 

The Minister of the State Treasury expects the initial share purchase offers to be 
submined by June 16. 1998. The Minister of the State Treasury hereby reserves the 
right to demand additional information to be filed by those entities that submitted the 
initial share purchase offers. 

Following receipt of the initial offers, the Minister of the State Treasury shall 
determine, within a time limit not exceeding 90 days from the date of filing of the 
initial purchase offers, a list of entities which shall participate in the tender. All entities 
which will file the initial share purchase offers shall be informed in writing of the 
results of the qualification proceedings. 

The Minister of the State Treasury reserves the right to freely select the entities, to 
withdraw from the tender without providing the reasons for such withdrawal and to 
extend the deadline for filing the initial share purchase offers. 
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ALL A t HALF PRICK TO CLEAR 
Call to view: OJ81 549 4848 



FRANCHISING 



Print, Copying & Design is the life blood of 
every business. 

And as an owner of a Kail Kvrik Centre you will have 
the perfect introduction to all those businesses. 

So if you have £45,000 to invest, the ability to manage 
your own team and enjoy dealing with customers, 
call us for an information pack quoting FT 1 2/5. 

FREEPHONE 0500 872060 

Kpllkyifik 

PRINT COPY DESIGN 


COMPANY NOTICES 


UNILEVER N.V. 

Dividend on Dutch CF Ce rtifica tes for or dina ry capital issued by 
N.V. Naderiandsch Admkiistratie- en Tmstfcantoor. 

The Board of Directors of Unilever N.V. announces that in respect 
of the 1997 financial year a final dividend of FL1.49 per ordinary 
share of FI.1, - nominal will be available as from 22 May 1998, less 
25% dividend tax. 

Holders of CF certificat e s will receive the dividend automatically via 
the depository office in which their certificates are deposited at dose 
of office hours on 6 May 1998. 

Dutch Dividend tax relief is given by certain Tax Conventions 
concluded by the Netherlands. A resident of a convention country 
wfll, generally, be liable to Dutch dividend tax at only 15% provided 
the appropriate Dutch exemption form Is submitted. Jf the certificates 
are owned by a UK resident and are effectively connected with a 
business carried on through a permanent establishment in die 
Netherlands, Dutch dividend tax at 25% will be deducted and will 
be allowed as credit against Dutch tax payable on the profits of the 
establishment. Dutch dividend tax on this dividend is FUL3725 at 
25% and R.0J2235 at 15%. 

UK income tax u the reduced rate of 5% on the gross amount will 
be deducted from payments made to UK residents instead of at the 
lower rate of 20%. This represents a provisional allowance of credit 
at the rate of 15% tar the Dutch dividend tax already withheld. No 
UK income tax will be deducted from payments to non-UK residents 
who submit an Inland Revenue Affidavit or non-residence in the UK. 

A statement of the procedure for claiming relief from Dutch dividend 
tax can be obtained at the address below. 

N.V. Naderiandsch Administratis- en Trustkantoor. London TVansfar 
Office. Midland Securities Sendees, Client Delivery. Midland Bank 
PLC, Mariner House Fepy* Street, London EC3N 4 DA. 

6 May 1998. 


BUSINESS SERVICES 


B yaw com pan y spe nd * wore 
than CttLOOO per week on: 

PRINT, AKTTSOflK, DESIGN 
w# can definitely smyouinaMi. 

To find out how and 
lorvcafve our free gnfdD 
to pMhnhnU print baying 
{Ftnt 50 AppGcanta onljfi) 

c-o 0800 731 4557-fflK!**, 

wo*m> mod you money 
abwadyta 

Ui Fence Limited 
Vhng House 
Denmark Srrert 

Mmfenhaad, Beitetare SLS 7XJ 
Telephone' 01628 543030 

Facsmie: 01628 543035 

ISON: 01B28 417310 

Emal: SateWjWa-fenlcexo-uh 




lira 

ro »-.:•* 1V4T. U3l«rp n: Tffc WH 1*1* r* !t 

The Complete Web Page Design Service 

it has never been easier to advertise on the Internet. 

Call Saturnalia Designs now for straightforward advice on 
how the World Wideweb can make your business grow. 

j e-nul) mkceMnrmU4.ca.ak 

* IWlMM ||ffl£/WnTJi(limjko>.l>t| 


Tel: 01625 890246 


SYSTEM/EXECUTIVE OFFICE FURNITURE 

Direct from Italian Manufacturer 
Up to 60% discount from RRP. 

Tel: 0171 295 1111 


CONRDBUTIAt. CHBXT RESTORATION. 
Bank Introductions. Credit Cards. 
Mortgages. Finance. Fine Interview 
01433 883821 


BANKRUPTCY ADVICE 

• Practical and legal advice in bankruptcy law and procedure. 

■ Advice in avoiding or objecting to bankruptcies in appropriate cases. 
- Advice to bankrupts in dealings with Official Receivers 
and Private Trustees in bankruptcy. 

• Most reasonable and competitive hourly charge rates. 

THE BANKRUPTCY CLINIC 

63 BKANSGROVE ROAD. EDGWARE, 

MIDDLESEX, HAS eHZ 
Teh 0181 931 S54 1 


BUSINESSES FOR SALE 


Kiely Developments Limited 

t/a Heritage Homes 

(In Administrative Receivership) 


The Joint Administrative Receivers offer for sale in 
the North West of England: 

■ 18 residential development sites at various stages 
of completion. 

■ 1 industrial estate occupying approx. 3 acres. 

For further information please- contact Simon Allport 
or Debbie Young at Arthur Andersen, Bank House, 

9 Charlotte Street; Manchester Ml 4EU. 

Tel: 0161 228 2121, Euc 0161 200 0343. 


.Arthur 

Andersen 


AMERICAN MARKETS 

Entry of Expansion 
Business Inteffigence and 
Advisory Services 

IBDNET™ 

Tef: 0171-409-2353 
viww.gtabal-tiuaness.org 


BUSINESSES 

WANTED 


BUSINESS WANTED 

Expanding private englnc tri ag 
Group, wllb significant defence 
Hector division, scrim acqiriritHm. 
+ Sales £0.5 million - £10 millkm 

* Oun [toJul-i/IPR 

♦ Midland* based or leheaubk 
4 Lon nurLm eonddciul 

IVj* Nr 
Chm Grrpu*> 

Boric; Jamil C«nvnv ftwtcc 
Si I Square Bwnnytuni fej UJT 
1el'iil2l 242-UJ4 


BUSINESSES 
FOR SALE 


Appears in the 
F7nanc/af Times every 
Tuesday, Friday 
and Saturday. 

For further 
Information, or to 
advertise in this 
section , 
please contact 

Marion Wedderburn 
+44 0171 873 4874 









Arthur Andenen is authorised by the Institute of Chartered Accountants 
in England and Wales lo cany on Investment business. 

















X s 


$ 


FINANCIAL times TUESDAY MAY 12 1998 


13 


business opportunities 

I BEFORE BfTBtMG MR) COMBTMEWIS 


BUSINESSES FOR SALE 


Six figure profits from 

The Personal 
Number Company. 


Millions of people ere going to be buying 
one 5'x-figure Personal Number for life 

if your interested in a business than about 
to boom, call us now. 


km^ ERSONA L 
NUMBER corviWN, 



Tired of sifting through 
business pljns? 


fnvsBt at ground levof -new 

aw3 etrty ttag* bunoewe* as ii« 

Mart of ibdr quest for growth. 

Radueed risk- VCR publishes 

xcrteoed invescnest opportunities. 

Time Saved- detailed, objective 

reponias enable* year assessment 

Fl«xfb5thy ft choice. pnqceste 

nJI iadmsies. invest alone or with 

oihen. Gala a iSrectDahljj. 

20 yrs expertenes - VCR h» 

ht fo«rifnto £2tefa230fr iwU|M i ii« . 


r-.ra free trial c.in v.nu.i: c.-r 
Srpor.on 018 SS 754411 


CA3TL6 GARY. SOMERSET lor experienced businessmen to invest ferns 
and money in unique manufacturing business owned by muttfcgrecttansf 
in wen tor /businessman. One product line used a! Olympic Games. 
Would euK nature businessman prepared to devote a* or a nMtum of SO* 
ol ids time and £50.000 in trie going concern. Pifacqmfa wl not «efl outright. 

Fax: 01458 241042 


For 

Mergers and Acquisitions 
In 

Global Transport 


LE 



M°f«R£ AaftfaSM 

Jim Clear} 

Triangle Ma na gement Services Ltd 
10 Penn Road. BcacouflcM 
BuduHF9 2Ul.UK 
Td: -*44 <0)1494 678000 
Fix: 144 (0) 1494 678888 


[piLaarQiMajJiMi 

In 1988. xny company was 
established CD -fabricate and 
protest ptanuso group meals. 
There we only two other 
ampules in fee UK. 
Subsamthfl opportunities ease 
for expaafiog the busmesx or 
ccraidcr rate to a large company. 

. En q ui ries welcomed. 
BmtBSSSl. tadfaa 
OneSwft— tfc Bri tov L a dhn BE1 9HL 1 



OFFSHORE 




2ND PASSPORTS 


ftrfaafa* mi fettfar cine ouf«t 
Pt/mcZU, Dirtcfr 
INTERNATIONAL COMPANY 



SERVICES (UK) LIMITED 

tSBfldbfock House. 2 - 5 Old Bond St 

London. W1X3T8- 

Tel: +44 171 493 4244 

Fax: +44 171 491 0605 

E-Mai: ut-Mb@icd.caTi 
http://www.lcsl.com 
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INCOME WmAI WEEKS vth dz <^n 
12 month potential pitta lon ge r tarei 
wry high awning*. EctaMaftad edited 
secondary or principal SoHo budnesa 
{not MLM1 kt a dynamtcaBy expandkig 
sector with a unique product and 
maiKetmg system. Extancrve support 
offered m aspUng mdMttrds. 

Cal 01 61- 387 BE53 (24 hours) 


INT£RN.\ I IO\.M 
KR \V Hist ( <). 


Reqotics tboppag Fartaer soft 
cafAal farttmgUpotfttB nu 
wmemakiog and acocaaoriea store 
MlhcfLmioa. btscdm 

g w.ml nn^hwfifMl 

CVto 


£iAi£ZSy!& 


{PROJECT AND COMMERCIAL 
tUKftioMdadetoUKMxl - 
mcentdfond cUena. 

Anglo American 
Group Pic. 

Tel: 01924 201 365 
Fax; 01824201 377 


n i li'Hom wits 
(>R<;,\MZ\ 7 IO\ 

U WITH 


We reek. * telephone «ak* rtaffm 
fteUK/Empelo help ooopfcte 
Ibe capital nitc fir to 

toatWM l fl w nvat pid ai l ilji 

which will find an INTERNET 
GAWBCNKImM 

All lepl ii npi i m 4 i in plane apd 

reviewed. ExceodbgiyiughHles 

nave caatsct G: David Baxter at 

Id. 925-798-04*2. 
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GOLDEN OPPORTUNITY 


For private Investors to 
partake in potentfaly lucrative 
mediafentertarnrnent projects. 
Principals only. 
rim om xrt wr or mas a> 


?®i3 


C0DEER2flflfl23m)3«U 

TOVLOUMniYSSUU STOCXKWWMSIffl 
fcMMJMCUBEDhti®? 

9FBFIH 6Y6WS ItattMHS 
Prio per uni -OLS UK FW-ffiMUK 
Pettier daub cntxl AXarc 
M 44181 228 S336 far «1« 238 9564 
;lDB£SOLDNiMMJUL0ISOFSftDODUNnS 


r T*»agtt»j 


*«e% LondoaSEiea. 


INVEST IN A YOUNG POP ROCK 
BANDY A better chance than most! 
Aged 16-18. (denied, experienced, 
bfaNgera. goad loctog, minimi Bit, 
entrepreneurial. Formed company to 
develop act and recotrings. nemsted? 
Seemg is bMesfcp. Lflrxfcn. Bex B5B81 . 
RnancM Toes, One Sorihewk Bridge. 
IxnfcnSEIM. 



BUSINESSES FOR SALE 


CHRISTIE &.CS2 


Surveyors. Valuers & Agents 


Cornwall 


Dual Reqsubsd Home 

BnasmEDR)B37 

- Detached borne. 32 umxmg. 5 

jy ygWfuT 

• T/O £HXD0P per week » include 
CBKC m community umL 

- 19 singles, 9 twine. Phnenger lift. 

• Lens edah&tbed 

£ 758,008 renaoti) 

Exaer Offer Rtf 32FT39S92 

013» 259371 


Surrey 


Day Nasos 
banmnO 

- PitUAr W Nui-m 

•Res £120 per week. 

<mrr’z/Kx£r2bedrood] QsL • 

- EuxflmT location dose to town 

mm. ■ ■ 

nMNiirau 

London Office Rtf 0O5/FTIS3B 

01712270700 


South Devon 


JResidbniui. Edocadon 
College TaowxnH 
CtmoDnu UposnxBD fob 25 

- I campns pins adrfiDond uc. 
• Ace range 11-25 for undents with 

l« ami n g itiaMi liw. 

•Fratntoes cady being sold. 

Offers mviixd 
Exetrr Officr Rif 32/F79590 

01392 259371 


Sussex 


Hotel 

*44 a snkc Iddng bedcocnB. 

• Raamaat (ISO), 1 baza end dance 
ML 

« Adjoining bnflefing proreflng scope 


- Net profit year end 15^57 
£145^18. 

FRKX OR AmJGUBM RSRCU) 
London Office tofA/FISTK 

0171 227 0700 


Dorset 


Nome Hon 

Pwa nwv n we IQ 
* W auiag hnmr t^^aiftimt f 1 * 1 * 

■ Fee acxxac 19«W7f3M^75. 
•HmngconwEtarSthBhga ni^e 
, en rate rooms. ... T 

WIjNIntnniii 

VRoduatr Office Rrf3S/F1749I3 . 

01962844455 , • 


Somersl; 


By DtMcficn ef Graqnide Aaodota 

Ainxira Boose Nqbsng . 

Has, XuniOH AM) fiUSTON 

Coaa; Wbtok San Has . 

Comhe^SeqsduhorSS . 

» Management ra. Extendve 


• CooUned DO £12JOOpcr 

* AnOaUe at am « poop. 

ajmjHtwaaou) 

Exeter Office Rif 32/FT79591 

01592259371 
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MAPLE STREET 

SEI 

TOOLEY STREET 

SE1 

WATERLOO 

El 

COMMERCIAL ROAD 

El 

DEAN CROSS STREET 


BEST OFFERS 

IN EXCESS OF 



by 21a May 1998 { 
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SPECIALIST TILING A 
BATHROOM SUPPLIER 

FOR SALE 

3 owned outlets In West 
Country 

#o£lm+ NPJOX+ 

Set Air expansion but sale 
due to imperxSng retirement 

Tab 00.703 233S22 
^ ftwto w Loft* 
Ctuuterad Aww - JnU 


Offices at: London Birmingham • B.his'Ol • Edinburgh 
E,xet=p. ■ Glasgow/ • Ipsw:ch ■ Lseds • Manchester 
Milton Keynes • Newcastle ■ Nottingham Winchester 
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HNGSCROFT INSURANCE COMPANY LIMITED 
(formerly Kraft Insurance Comp an y Limited, 
Dart anrl Kraft Insurance Company Limited, and 
Dart Insurance Company Limited) 
and 

WALBROOK INSURANCE COMPANY LIMITED 
and 

EL PASO INSURANCE COMPANY LIMITED 
and 

LIME STREET INSURANCE COMPANY LIMITED 
(formerly Louisville Insurance Company Limited) 
and 

MUTUAL REINSURANCE COMPANY LIMITED 
(‘die KWELM c om p an ies’) 

Notice is hereby given that die fourth ANNUAL MEETING of 
the Scheme Creditors of the KWELM companies convened 
pursuant to clause 8.1 of the Scheme of Arrangement (‘the 
Arrangement’) will be held at 2.30pm (Pacific Daylight Time) 
on Tuesday 23 June 1998 at the Pa* Hyatt at Century City, 
2151 Avenue of the Stars, Los Angeles, CA 90067. USA The 
Sch eme A dministrators’ repeat on the conduct of the affairs of 
tbeKWELM co mp a n ies Bor the. year to 31 December 1997 shall 
be laid before die meeting. 

Sc h e me Creditor* may attend in person (or, if a corporation, 
by a duly authorised representative) or they may appoint 
another person, whether a Scheme Creditor or not, as their 
representative to attend in their place. Forms of 
representation for use at the said meeting, copies of the 
Scheme Administrators’ report and the Arrangement 
docum en t incorporating the terms of the Arrangement are 
available on request to the Scheme Administrators at the 
address set out below. 

Dated this Z2 May 1998 Address for correspondence: 

CJ Hughes and 1 D B Bond Coopers A Lybrand 
Scheme Adminisu areas Phuncnx Court 

of the KWELM companies London EC4A4HT 

United Kingdom 
Telephone + 44 171 583 5000 
Fax + 44 171 212 6708 

Note 

A London meeting of the Scheme Creditors of the KWELM 
com p a ni es will be held at 2.00pm on Thursday 2 July at the 
Co o p er s A Lybrand Training Centre. 2-3 Bloomsbury Square, 
London WC1 2RL, United Kingdom, for creditors who find 
L on don more convenieni than Los Angeles. 
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For Sale 


Recruitment Company 

A consistently profit ab le recantment company 
specialising in temporary and permanent placements 
ranging from industrial to exec utiv e positions. 

Principal features of the business indode: 

• Turnover £ 1 .6m 

• Profit before tax £ 36 % 

• Highly cash generative 

• Greater London location 

Interested parties (principals only) please write to 

SPsteyac 

PaameU Kerr Forster Corporate Finance 
New Garden House 

78 Hatton Garden ^ 

London EC IN 81A Fax: Q17X 782 9390 


LIQUIDATIONS: 

RECEIVERSHIPS: 

AUCT IONS: 

2DO LkyridaBona ft Receivur- 
sKps feted ewsy week, what they 
eld and to contact + Commer- 
cial Auctions. 

BUSINESSES FOR SALE: 
Monthly ftrfof over 100+ efferent 
businesses & property opperiunt- 
CONTACT 

TeL 01652 600889 Fax. 
680867 
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MANUttCnBMe 

eovauw fob sals 

Occupies a niche moriuM 
a pp t y hg m c|nrccmpcny 
cutanea fri UCand ouenecs. 

SMuated in VMsst Kent. 

.. ItxnaverappRK.STlXUXjb . 
Box BS469, Rnanckri ilmes, 

One Souttimsk Bridge. ’ 
London SE1 9HL 


COMPANY FOR SALE 

Electrical Contractor 


■Turnover 

I 


Year Ended Febuaiy 1398; £244,000 


CaesIDsan^ 

POBoxBS, London^WP 


(Hafhnn om 


316*0*31163) 


PROFITABLE, 

LONG ESTABLISHED, 
SUB-CONTRACT PRECISION 
ENGINEERING COMPANY. 

KdKmtML ISO 9002. 
Thmovcr £1 Ja. Unseam sale. 
MD will exothme if required. 
Bond Nw*etn Eoghnd. . 
Write to; Box 85852, 
nnanrixlThog, 

’ /OaoScoOnrert: Bridge, 

■ Loath* SRI 9HL 


Knitwear Factories and Dyehouse for sale 

Freehold knitwear makeup factory in 1-flicefler with approximately 
110 staS. Further freehold factory complete with fully fashioned 
knitting and make-ip macWnwy; opera tion s have ceased. 
Freehold fabric and yam dyehouse tn Nottinghamshire. 
Potentiafly 50 tonnes per week capacity: 

running at 12 tonnes wtth GO staff. 

Principals ortfy lor separate or joint eaie. 

VMtaKx: Box B58S&, Ftoa n d to l Times, 

On« Southwark Bridge, London SE1 9HL 


Business roe Sale 

Midlands based manufacturer 


♦ XfO Ota*- ♦ Mate wi* snoig tat Ocw 
♦ Bfefiaab iidi edweh good amoaier hoe 
4fte dMtimyxux -gBB Lt eywi da made pkntoc or netpiil nttriflfa 

eFtnapahoidy. 


Fax: 01494581%! 


BURGER KING FRANCHISEE 

ExUbietiuJ mupnry ■Wi one progUMa un* WthVi S5 Mflw o< Landon. 

♦ HiniiMllJJO £730000 I3IJVS £721 XKO) 

♦ Bcsodite rajro uu.« ivitioo) 

♦ Nopuflt bcSatc Oaaea ad 

, faaainrefaBW31JJ9 tllOJOJ (31AW nOSlUJI 

PRICE FDR COMPANY: £736^)00 
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SALEBBHffiT 

, ■Tte Nol 1 kxJepenlent listing of 
r taetium to targe companies for sate 
to toe URJT/0 flrnt). Km IrUh 
B twa sooptaes Sir sab + 1 “ 
recehcfShpe.Forsifi < 

0181-875: 


/ WASTE BECYGLBB K 
FUMTBASffACTimi 

Q StfoeadBsifp and test ewabity 

□ MKtab&hed 

□ Sates&mWioo 

□ ProfeMe 

□ tairlttring 

i FAX: 21905618523 


Intel le c t u al Propetty \ 
For Sale D 

Class 3 TraJonariW 
Pauhouae 
Lmene 
Camri 
Curtpoww 

Sdbeunflel olfcoi a engto. 

I Wfflr MD. P.O. Bax 29 1 a BHI8 8«A 
Fax Q L2Q3 6575^ 
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Prominendv located in the historic area o/ Bloomsbury 

Uoe to 3 matnitne British Rail stations and convenient: for Underground Stations 
Spvc*tac::!«r Gsadu- " iisted Victonnn landmark building 
3J’ C > en suite ieuins' bedrooms 
1 restaurants. 3 bars and lounge 

! : \:v;,du- con; erer.ee. meeting and banqueting facilities front 8 • 63G 

Price: Offers invited - Freehold 

Please contact /eremv Hill or Colin Hail at Christie &. Co International's London office 

Tel: +44 1 7 1 227 0700, Fax: +44 171 227 0750 

K2,OBS9 **TTiT<i srn : &. c ; <j 


:J te r national 


Re:'. lT:i.i/au>:R 



^ \SVUM#i 

HO TEL 

Billesley, Near Stratford-upon-Avon, Warwickshire 

Fferoric I6rfi Centisy Manor House with 4 1 en suite letnnq bedrooms 
Two oak panehJ restaurants and m lounges with open fires 


Lantkcaped grounds, extending to J I acres with scufowvd topiaty hedges 
Leisure ^x^namdudbaidoorsuQTB7ifri9poo4 2 outdoor terns court* cro^ 

Located 4m3es westofStmtford-upon-Avon and within easy reach of the M40 motorway which 
Ms mto the Midland motorway nerwori 

Planning consents have been granted for substantial conversions extensions to create 
nmy additional bedrooms 

For Sale Freehold 

For further information contact the sole selling agent, 

Michael Phillips, Christie & Co on 0121 45 6 1222. 


CHRISTIE & C2 


Surveyors, Valuers & Agents 
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STONE CLADDING AND TILING 
SPECIALISTS FOR SALE 

Long established marble, gra ni te, stone cladding and tiling, 
mosaic specialists is seeking offers for its freehold premises 
and supply and fixing business witb an annual turnover D f 
f7pv 

MORISON STONEHAM 

Business P e v ei optnem Cosnltmu ± Chartered Accountants 

FAX: + 44 (0)171 628 7531 

Amtarised u eury * hcmaesi Mn bj tCAEW 


A Modem Production Facility in St Petersburg, Russia! 

Ideal opportunity for: 

• electronics, electrical or tele a mmtm tcatkms firm desiring a manu facturing base m Russia, 

• any firm sridi interest in obtaining a modem facility in the emerging Russian market 

THE FACILITY: 

• Located in an approx. 100 hectares f247 acres) flowroment apprawd industrial park 

• SBuated on about 6 hectares (15 acres) of land 

• About 55.000 «v meter* (532,000 sq. fart) of covered spaca 

■ Completed in 1992 by a Finnish firm and butt to exacting Western European standards 

• Po ss es ses afl ap pr op ria te environmental and safety clearances 

• Equipped with modern i mp orted production equipmer* (from Germany. Japan, U.S.. etc.) 

• Aunfiary services unit tor energy efisbfeution. fire-fighting and transport 

• Currently employs approx. 400 workers 

CURRENT PRODUCTION EMPHASIS: 

• Printed Circuit Boards 

• Manufoetumg and Process Control Systems 

• Vertically int egr a te d support activities (e.g.. metal fabrication, plastic parts, printing) 
Available At A Fraction Of The Original Cost Of Equipment fold Buildings!!! 
For more information visit our web site at http://www.gnisiiic.net 


Or contact die odusfve agents for the sale of the faulty: 
Attn: Or. Anil Sharma or Sandra Kariowa 
Global Kartoeting Systems, Inc. 

821 Bishop Walsh Road 
Cumberland, MD 2150% USA 


Tel: (1)301-759-9240 
Fax: (1)301-759-9260 
E-mail: gms#gmnslncjnet 


ROBERT BARRY 


mis. uiaar ■ utimu nwcnvutcuisii 

SHEILA'S COTTAGE 

AmbUade, Cumbria 
Prwae Laltcfand position 
SupoWy equipped itdauiafa/toa 
room in busy tourist oattfc, 
VPvasDe layout oo 3 fioon with; 

raosgc train room (23). 
sir toad Aimed doing room 1 431. 
dtmnKicfal kilctaM & flat. 

NeJTO£22l^44. 

Obvious xcopcxeaD use; 

OlPen over £400500 
hveboU/long kaaebeM 

TEL: 01423 566362 

e-mail: b@robentany.co.uk 


PATENTED METAL PLASTIC COMPOSITE 
TUBE PRODUCT .AND PLANT 

We bur beta cosagrd to sell tbc meauraclurinff plant, ctolumrr 
database and product rights for a paientrd metal plastic 
composite lube. It bus a recognised brand name with tremendous 
develop meal potential, it has UK, European and USA patents 
and particular cable protection applications with full EMC 
screening and security, fire and hazard control properties. 

For further information; Principals only 

Telephone 0121 212 2222 Fax 0121 2122300 

Rtf DM098 

PaataO Kerr Ftrsltr 
Hew GriU Huts*, 

45 6mt Cfcarits Street, 

Binuwf, Krnbighaa 13 2U 


MtfaalhAetatad OnrindtaaMBb 
Ee)fasd and Wrists my at toietent fadtes 


PANNELL 
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FORSTER 
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MANAGEMENT 


| ma wase mewt PRO FESSIONAL SERVICE FIRMS _ _ 

• Growing pains from an 
" excess of success 


Globalisation of business and a merger culture has led to 
a huge increase in the demand for professional services - 
but is double-digit growth sustainable, asks Tony Jackson 


IVl They are among the 
Ail world's fastest-growing 
■ i Ur organisations, doubling in 
size every few years and stretch- 
ing their tentacles into more and 
more corners of business life. 
Each year they suck in a huge 
share of the world’s best and 
brightest young workers. Most of 
them they later eject - the rest 
they nmin> milli onaires. 

These are the professional ser- 
vice firms: the manag ement con- 
sultants and corporate lawyers, 
the auditors and financial advis- 
ers. Almost all are private part- 
nerships: governed by consent, 
not answerable to outside provid- 
ers of capital. They thus present 
an increasing challenge to the 
traditional corporate way of 
doing business. In a series of 
pieces this week, we address 
three main questions. 

How Car is the growth of these 
firms sustainable? What can be 
learnt from the way they govern 


eign market by acquisition, it 
creates a demand for professional 
advice in that jurisdiction. 

There is a more ftmdamont ai 
reason. Competition Is forcing 
corporations to make their 
operations as lean as possible. 
This applies as much to human 
Inventory as to materials. 

Thus it makes no sense for a 
company to carry «mnogh legal 
staff to handle the occasional big 
deal or enough managers to staff 
a one-off project on the other side 
of tiie world. 

Instead, the professional ser- 
vice firms act as warehouses for 
Intellectual talent. They can 
afford this chiefly because they 
enjoy growth rates denied to 
most of their clients. 

If this seems a virtuous spiral, 
there are a couple of potentially 
serious problems. First, the issue 
for partnerships is sometimes not 
how Cast they can grow, but bow 
Cast they must grow. 


Whether this is desirable is 
another matter. Suppose a firm 
doubles in size while keeping the 
mim n umb er of Juniors per part- 
ner - or leverage, in the jargon - 
doing the same sort of work. It 
follows that the number of part- 
ners will double as well and the 
profit per partner - the best sin- 
gle measure of a firm’s perfor- 
mance - will be unchanged. 

Meanwhile, the complexity of 
the firm ami its overheads will 
grow in proportion. “Growth in 
itself,” the head of one big law 
firm remarks, “doesn't do a 
damned thing for you." 

Growth is also increasingly dif- 
ficult to come by for quite a dif- 
ferent reason. The biggest single 
headache for professional service 
firms, senior partners will unani- 
mously tell you, is attracting 

pnnngb bright young people. 

Partly, this is because the abso- 
lute numbers required are grow- 
ing exponentially. But there are 


themselves? And is their manage- also two factors limiting supple- 


ment of human and intellectual 
capital the way of the future? 

First, the growth issue. Typi- 
cally, top professional service 
firms are growing at IS to 2S per 
cent a year. As a revenue figure, 
this might not sound exceptional 
But since their product is people, 
numbers employed are growing 
at a similar rate. So even at the 

lower rate firms are doubling 
their headcount every five years. 

Why is this? The head of one 
big London law firm cites two 
chief factors: the extension of 
markets into more areas of life 
and the globalisation of business. 

Privatisation, he points out, 
creates huge demand for legal, 
financial and advisory services. 
So does the vogue for share- 


Professional firms 
compete in two 
markets: that 
for clients and 
that for staff 


The point is developed by an 
industry authority, the US aca- 
demic and consultant David 
Maister. Professional firms, he 
points out, compete simulta- 
neously in two markets: that for 
clients and that for staff. 

The pyramid structure of firms 
means they have a number of 


holder value, which is causing junior staff - between six and 20, 


more corporations to look at the 
world through the market's eyes. 

The globalisation point is illus- 
trated by the current boom in 
mergers and acquisitions. As the 
senior partner of one accoun- 
tancy firm observes, when a US 
company derides to enter a far- 


depending on the business - for 
each partner. Some of those will 
drop out The good ones, if they 
are to stay, need the promise of a 
partnership. Arithmetically, the 
firm has to grow at a minimum 
rate - perhaps 15 per cent a year 
- to accommodate them. 


increased competition from the 
corporate world - the “war for 
talent", in the industry buzz- 
phrase — an d the shrinking num- 
ber of young people in the popu- 
lation. 

Paul Mit chell, UK head of the 
Boston Consulting Group, says: 
“10 years ago, the career options 
in industry were very limited. 
Now, the pharmaceuticals, pack- 
aged goods or retail industries 
have absolutely woken up to pro- 
viding career opportunities and 
rewards." 

The demographic problem is 
becoming steadily more acute 
across the developed world. The 
ideal recruitment age for profes- 
sional service firms is around 25. 
The total UK population has 
risen 5 per cent since 1971, but 
the number of under-25s has 
dropped by 14 per cent. In the US, 
the total population has risen 30 
per cent and the number of 
under-256 has remained static. 

“If you are growing at 25 to 30 
per cent a year," says Peter 
Smith. UK head of accountants 


Coopers & Lybrand, “that's a 
very real challenge. You can’t 
simply shovel in graduates in 
ever Increasing numbers. So you 
need to be more adaptable and 
imag inative in how you supply 
the resource." 

How firms approach this varies 
with the nature of their busi- 
nesses. The big law firms are typ- 
ically taking mare non-law grad- 
uates. The management consul- 
tancies are employing fewer 
MBAs but more raw graduates 
and seasoned mana gers. 

Some seek to spread the geo- 
graphical net. McKinsey's UK 
head, Ian Davis, says his 600- 
strong London office relies 
increasingly on eastern Europe 
and India for recruits and 
employs people of 46 nationali- 
ties. “We worry about the demo- 
graphics in Weston Europe and 
the US 10 years out," be says. 
“We’ll look to Chile and Argen- 
tina, where the demographics are 
going the other way. And sup- 
pose in 20 years' time we have 
the equivalent of MIT or Oxford 
in Shanghai or Delhi?" 

Hie alternative approach is to 
use people differently: to rely less 
heavily on bright young things. 
Coopers & Lybrand, for instance, 
now employs around 15 staff per 
partner where once it employed 
10. The logical consequence is 
that fewer of those juniors can 
hope to be partners. 

“We need to be more imagina- 
tive In our people flows." Mr 
Smith says. “Well have to drop 
down [In quality], and we may 
need more technology to balance 
their lack of experience, wisdom 
or even potential." 

That may be feasible in the 
auditing profession. But at the 
hig h end of the business - hi 
strategic management consult- 
ing, for instance - there is less 
room for manoeuvre. 

Such firms have traditionally 
applied a system of “up or out". 
Every few years, staff - and, in 
some cases, partners - are 
assessed on whether they have 
further potential. If not, they are 
asked to leave. Plainly, one 
answer to the people shortage 
would be to relax this principle. 
But, says Paul Mitchell of Boston 



Consulting Group, “our business 
will be significantly damaged if 
we kid ourselves that simply by 
retaining people who are good 
but not good enough, we can 
credibly meet increases in client 
demand. That's a doom loop. The 
demand would dry up." 

Mr Davis agrees. “We have dis- 
cussed up or out and have 
affirmed that we will continue it 
Nor unit we increase our lever- 
age. We need to maintain stan- 
dards on recruitment and 
advancement." 

This leads him to a simple con- 
clusion. “We have decided not to 
go for growth as a paramount 


objective." But will that not 
mean a loss of market share? 
“Unquestionably - Insofar as 
that means anything in this busi- 
ness." 

So there we have it* the profes- 
sional services firm par excel- 
lence - and the first choice os 
employer, year by year, of MBAs 
on both sides of the Atlantic - is 
not going for growth. 

There is, perhaps, an element 
of tactics here. McKinsey claims 
never to have had growth 
targets. That has not stopped it 
producing double-digit growth 
for half a century and more. 

But the general conclusion is 


clear. Demand for professional 
services seems assured: the abil- 
ity to satisfy ft. at the level of 
quality to which the market has 
become accustomed, is a good 
deal less so. 

Professional service Arms, 
then, are unlikely to take over 
the world. But will they show it 
how to govern companies and 
manage people? We will return to 
these topics in the next two 
articles. 

This is the first of three articles on 
the management of professional 
service firms. The second trill 
appear tomorrow. 


FT GUIDE TO THE VATICAN 


The power (and money) behind Peter’s throne 


Life in the Vatican is often viewed as a web of intrigue but the reality is more mundane - and significant, says Janies Blitz 


Is it my imagination or is the 
Vatican making the headlines 
more and more these days? 

There has always been strong 
interest in the activities of Pope 
John Paul H, arguably one of the 
most Important figures of the late 
20th century. In recent months 
the interest has intensified. Last 
week's assassination of the head 
of the Swiss Guard inside the 
Vatican shocked the world. Hie 
Pope's visit to Cuba in January 
saw him confronting one of thp 
last vestiges of communist rule. 

A recent statement by the 
Vatican on the Jewish Holocaust 
triggered controversy. And there 
is concern about the health of the 
Pqpe, who win be 78 next week 
and whose frailty raises 
questions about the succession. 

For Soman Catholics, what the 
Pope says and does Is of huge 
significance. Should the rest of 
us care about what happens in 
the Vatican? 

The Pope leads one of the most 
powerful ideological movements 
on earth. There are lbn Roman 
Catholics worldwide. The Vatican 
has authority over some 4,257 


bishops in 2,646 dioceses. The 
teachings of the church, 
especially its objection to 
abortion and contraception, have 
an impact of huge significance on 
human behaviour. 

So is the Pape the world's last 
great autocrat? 

That is going a touch far. 
People often think the church is 
structured like a Burger King 
franchi.se with the Pope setting 
policy and giving orders while 
the bishops stand behind the 
counters. In feet, the Second 
Vatican Council (1962-1965) 
strengthened the influence of 
bishops, malting clear they were 
vicars of Christ for the people in 
their dioceses. However, some 
people believe the Pope has since 
eroded the bishops' power back 
to pre-Vatican n levels. 

He isn't running the Vatican on 
his own, is he? There must be a 
remarkable maze of power 
behind those Ugh fortress 
walls? 

Yes. “Hie Vatican" is really a 
term describing two bodies. First, 
there is Vatican City State, a 


sovereign country recognised 
under international law. The 
Pope is its absolute monarch but 
its 108 acres are actually 
administered by an executive 
called the Pontifical Commission, 
in whose affairs he plays little 
part The commission runs, 
among other things, a police 
force and an immensely efficient 
post office. It has a railway 


station and issues car l ic e nce 
plates (the Pope's stretched hmo 
isSCVOOl). 

It sounds a bit like a 
medium-sized company. 

Of far greater importance is the 
Holy See. group headquarters of 
the worldwide Catholic 
movement At its heart are 20 
congregations and councils, each 


devoted to issues such as 
“pastoral assistance" or 
nominating saints. They act like 
government departments. Real 
power In the Holy See lies with 
the Secretariat of State. 

Who are the influential people 
hCTe? 

Hie most important is Cardinal 
Angelo Sodano, an Italian who is 
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the Secretary of State. He is 
effectively the number two in the 
Vatican, a kind of prime minister 
with day-to-day responsibility for 
running the Holy See since 1990. 
Another important figure is 
Bishop Stanislaw Diwisz. 
personal secretary to the pontiff, 
who has known him since 
Krakow days. Thomas Reese, 
author of Inside the Vatican, says 
he is “the most powerful personal 
secretary In recent times" and 
that even Cardinal Sodano defers 
to him on occasion. 

What is the state of the Vatican 
finances? Or doesn’t one ask that 
sort of question? 

Horror stories about the 
Vatican Bank - involved in the 
1982 crash of Banco Ambrosiano 
- are now in the past In 1994, it 
was audited by Price Waterhouse 
and it is thought to have deposits 
of about L7,000bn (£2J3bn). There 
h«g been much more concern In 
recent years about the annual 
budget for the Holy Sea For ■ 
years this was in the red, but last 
year the Holy See pasted 
operating expenditure of L3iibn, 
matching income of L312bn. 

The Holy See's income mainly , 
comes from manag in g its real 


estate (valued at LTSlbn in 1994) 
and from managing an 
internationally diversified 
portfolio of stocks and bonds 
(valued at L495bn the same year). 
Hie Vatican also receives Peter’s 
Pence, an annual contribution 
from dioceses. When St Peter 
needed to pay the Temple tax. 
Jesus worked a miracle for him 
(Matthew 1727). For all the 
troubles of recent years, it seems 
a miracle is no longer needed. 

The last and inevitable question. 
Who is in the running for Peter's 
throne? 

One of the strongest candidates 
is Carlo Maria Martini, the tall, 
intellectual archbishop of Milan. 
But he is every media 
commentator's favourite and 
there is a saying in Rome that 
when the issue arises, “he who 
enters the conclave as Pope 
comes out a cardinal”. Another 
potential candidate is Jean-Marie 
Lustiger, Archbishop of Paris, a 
convert from a refugee Jewish 
family. Another name mentioned 
is Lopez Trujillo, the Latin 
American conservative. But the 
Pope's strong will is legendary 
and the job may not come up for 
a while. 
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HAT BROUGHT THEM TOGETHER? THE BIRTH OF A STOCK MARKET. 
WHAT KEEPS THEM TOGETHER? THE BANK OF NEW YORK 

In January of 1996, under the open-market forces of perestroika, Vagit Alekperov and Dr. Betty Tibbs took their, 
place in history. Three thousand shares of Russia’s Lukoil changed hands In U.S. markets for the first time 
ever. # Since then, dozens of Russian companies have accessed money from overseas capital markets through a 
tool called the Depositary Receipt# The bank selected to make this happen? The Bank of New York.# Today, thou- 
sands of clients worldwide are using The Bank of New York to enhance relationships with their investors. In Russia, 
Chairman Vagit Alekperov and investor Dr. Betty Tibbs are just one example. • Visit us at www.bankofny.com/adr 








ISSUER: Vagit Alekperov. 


INVESTOR: Betty Suits Tibbs, M.D. 
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Einhom to 
leave World 
Bank after 
18 years 


Jessica Einhom, for years the 
most senior woman at the 
World Bank, is leaving the 
institution after 18 years. She 
steps down on September i 
as one of the four managing 
directors who report directly 
to James Wcrffonsohn, the 
bank president. 

She was the first woman to 
reach the position of 
vice-president at the Bank, 
when she was appointed 
treasurer, and later became its 
first woman managing 
director, charged with finance 
and resource mobilisation. 

She is well-known In the 
International financial markets, 
and played an important part 
in the first swap operation, the 
development of the global 
bond, and in the field of 
derivatives. After leaving the 
bank, she will spend a year 
with the International 
Monetary Fund as a visiting 
fellow. 

Asked why she decided to 
leave, she said “I turned 50 
and have spent 18 years at 
the bank.” Having spent the 
last couple of years ‘‘working 
wfth colleagues to put in a 
financial governance structure 
and a controlled risk 
management function”, the 
question was, she said, 
whether ”10 change or 
embrace another three to five 
year period.'’ 

Bnhom, who has a 
doctorate from Princeton and 
was a Fulbright scholar, has 
worked previously with the US 
Treasury and at the State 
Department. Her first "real 
job” was as “the most junior 
person in the monetary office 
of the US Treasury” charged 
with drawing up a detailed 
explanation of changes In the 
articles of the IMF. 

She will begin at the IMF - 
looking into issues of global i 

finance and systemic risk. I 

Initially, she will be interested 
in the question of to what 
extent critical assessments of 
events leading up to financial 
crises contribute to 
strengthening financial 
systems. In the mean time, 
however, the day-to-day 
business of the World Bank - 

including the end of it%L-> e? " 

financial year at the end of 
June - will intervene. 

No successor has been 
appointed, but a search for 
one is under way inside and 
outside the bank. 

Stephen Rdtor, Washington 

Dolphin rises 
at Bombardier 

Bombardier, the Canadian 
manufacturer of trains, 
aeroplanes and snowmobiles, 
is streamlining the 
management of the portfolio 
of European rolling stock 
companies assembled over 
the past decade. 

Bernard Dolphin, currently 
president of Bombardier 
companies in France and 
Belgium, has been appointed 
president of Bombardier 
Transportation’s newly created 
Atlantic Europe division, 
covering the UK, Belgium, 
France and Switzerland. 

At the same time Peter Witt, 
currently president of the 
recently acquired Deutsche 
Waggonbau (DWA), has been 
appointed president of 
Continental Europe, which 
takes in Germany, Austria and 
the Czech Republic. 

Dolphin, 59, has spent his. 


PEOPLE ON TH E MOVE 


career in the ratling stock 
industry, starting with 
Jeumont Schneider in France 
in toe 1950s and including a 
period running Ha Brazilian 
subsidiary. He headed 
Bombardier subsidiaries BN in 
Belgium and ANF Industrie in 
France up to his latest 
appointment. He will be based 
In Crespin, northern France. 

Peter Witt, also 59. has 
been a tax adviser and held 
financial jobs In a range of 
German companies before 
joining rolling stock 
manufacturer DWA in 1990. 

He will be based in Berlin. 

The two new divisions will 
reduce toe number of 
managers reporting to 
Bombardier Transportation 
head Jean- Yves Leblanc at 
corporate headquarters in St 
Bruno, Quebec, and mirror toe 
corporate structure currently 
in place In North America, "it 
also reflects toe way Europe 
is opening up and becoming 
more International,*' Leblanc 
said. 

It should be easier to 
achieve savings by reducing 
duplication of activities 
between the individual 
companies while technology 
and best practice can be 
shared more easily. 

Mora competitive conditions 
in toe world market for railing i 
stock are also forcing change 
on a traditional sector. 
Deregulation and privatisation 
of railway administrations is 
creating a new customer base 
which Judges its trains on a 
mix of performance, cost and 
quality rather than simply the 
sophistication of their 
engineering. 

Bombardier claims 17 per 
cent of the world market for 
passenger rail cars. It employs 
| 13,000 people in 22 plants in 
11 countries and has an order 
book of C$11 bn including 
C$7bn In Europe. A recent 
addition was an £85 0m order 
from Richard Branson's Virgin 
Rail for new tilting trains tor its 
UK cross-country network. 
Charles Batchelor. London 


Budinsky to 
chair exchange 

The Prague Stock Exchange 
has turned to the country’s 
largest bank - and one of Its 
major shareholders - to guide 
it out of troubled waters, 
appointing Petr Budinsky, the 
.deputy chief ^nequbvq of * 
Komercni Banka, as its new 
chairman. . 

Budinsky will, however, 
keep his responsibilities at 
Komercni, the largely 
state-owned commercial 
bank, and will only be 
non-executive, In contrast to 
his predecessor Tomas Jszek. 
The management of the 
bourse win be left to a new 
general secretary whose post 
will be advertised later this 
month. 

Both win have to work hard 
together to improve the stock 
exchange’s reputation for 
untransparency. Insider 
trading and poor investor 
protection. Budinsky, 38, 
recognises that to achieve this 
the bourse must work more 
closely with the new securities 
commission, “The relationship 
must improve. I believe it will 
definitely improve he says. 

He says his priority will be 
to increase the bourse's 
liquidity. Currently around 95 
per cent of trades are made 
off market and simply 
registered at the government’s 
Central Securities Register. 
Budinsky says the new SPAD 
continuous trading system, 
which Is to be introduced later 
this month, should help 
change this. 


Bocfinsky has had a 
meteoric rise since, as a 
polytechnic maths and finance 
lecturer, he was elected to 
Komeronf's supervisory board 
in 1093 by toe employees. He 
became the protege of chief 
executive Richard Sabmann 
and joined the executive 
boaxt two years later and is 
talked about as a future head 
of the bank: Salzmann. 68, the 
grand old man of Czech 
banking and himself a former 
bourse chairman, resigned as 
Komercni chairman earier tote 
year and Is rumoured to be 
planning to retire as chief 
executive next month. 

Buflnsky's rapid promotion 
and lack of experience have 
raised eyebrows bn Prague’s 
conservative banking world. 

He already occupies a hot 
seat in charge of the bank's 
investment business as 
Komercni prepares for full 
privatisation and struggles to 
provision its non-performing 
debts. Sorting out the 
problems of the stock 
exchange as well win test his 
mettle. 

Robert Anderson, Prague 

Morgan Stanley 
hires Simonian 

Morgan Stanley, the , 

investment bank, has 
appointed Rair Simonian, a 
well known figure in the 
Russian oil Industry, to head 
the bank’s Russian 
operations. From 1996-1997 
Simonian had served as first 
vice-president of Rosneft. 
Rosneft is the largest Russian 
oil company which has not yet 
been privatised and Its sale 
this month is expected to be 
one of the biggest business 
events in Russia this year. 

Simonian’s appointment Is a 
sign of Morgan Stanley’s 
decision to devote more 
energy to and seek a higher 
profile in the Russian 
market 

De Swann joins 
ABN Amro 

Tom de Swann, the Dutch 
central banker who has been 
responsible for the supervision 
of the banking industry in the 
Netherlands, has taken the 
unusual step of Joining a 
commercial bank. . 

He will move to ABN Amro, 
the DutchBarifc. June but 
will spend an eight-month ■* 
cooling off period before 
joining the managing board on 
January 1. De Swann, 52, wfll 
resign as chairman of toe 
Basle Committee on Banking 
Supervision. Consultations on 
the timing of his resignation 
from the committee are being 
held within toe Group of 10, 
the framework in which the 
Basle Oommtttee operates. 

It is understood tost nobody 
has moved since 1948 from 
De Nederiandsche Bank, the 
central bank of the 

Netherlands, to a commercial 

bank. 

Joining the central bank In 
1972, de Swann became a 
vice-president In 1985 and a 
year tetter he was appointed to 
the board. 

Usa Wood 

Ariman to head 
federation 

Paul Ariman, one of the 
tnteflectuaJ driving forces 
behind toe Amsterdam Stock 
Exchange, which merged with 
the European Options 
Exchange last year, has been 
appointed se cre ta ry-general of 
the Federation of the 
European Stock Exchanges. 


LAW AND PEOPLE 


I LEGAL SERVICES THE INTERNET 


Delivery 
of help to 
millions 


The internet will 
provide better 
access to advice 
and guidance for 
companies, says 
Robert Rice 

■XtlThe high overheads 
associated with nm- 
llN ning a large commer- 
cial law firm in the 1990s 
threaten to price most City 
law firms out of the market 
for standard commercial 
legal advice. 

The response of increas- 
ingly sophisticated legal ser- 
vices buyers when faced 
with high (Sty hourly charg- 
ing rates fra: standard com- 
mercial law advice has been 
to move their bread and but- 
ter work out to the regions 
where the cost base is lower. 
The City firms’ loss has been 
the national and regional 
firms’ 

At the international level, 
the problem faced by the 
large commercial law firms 
is, if anything, worse. Many 
multinational clients would 
be delighted if their main 
legal advisers were able to 
provide them with standard 
commercial legal advice 
everywhere that they oper- 
ate in the globe. 

But the high costs of oper- 
ating in the world's 
leading financial and busi- 
ness centres makes the pro- 
vision of standard commer- 
cial legal advice on a 
bespoke basis prohibitively 
expensive. As a result multi- 
national companies go with- 
out advice which they know 
they need but which they 
feel they cannot afford. 

hi his book. The Future of 
Low, Richard Snsskind 
suggests that to stay in busi- 
ness lawyers are going to 
have to develop different 
ways of working. In the 
future law win no longer be 
dominated by paper and 
print but by information 
technology. 

Just as guidance on con- 


sumer products, investment 
trends and trading opportu- 
nities will be easily 
accessible on the internet, so 
will guidance on the 
law. 

IT-based guidance will not 
replace traditional 
one-to-one consultative 
advice for complex, high- 
value and socially 
significant work, but it will 
be an immeasurable 
improvement on having no 
access whatsoever to legal 
help. 

tT-based guidance will be 
less forbidding, more afford- 
able and brought to bear far 
more frequently than today. 
And one of the by-products 
of this will be the provision 
of legal help to millions of 
people who are deterred 
from seeking it because it is 
too costly, complex or 
inconvenient - the 
so-called “latent legal 



securities houses and fund 
managers. But no firm has 
set about systematically 
making its knowledge base 
available online to clients 
across the globe. Until 
now. 

Today Clifford Chance, the 
UK’s largest international 
law firm, launches the first 
of its planned online services 
for international businesses. 
The first service offered will 
allow clients to monitor the 
most important aspects of 


IT-based guidance will be less 
forbidding, more affordable and 
brought to bear far more 
frequently than today 


market”. 

To gain a slice of tiffs 
market Mr Susskind predicts 
that lawyers are going to 
have to become “legal engi- 
neers”, developing and mar- 
keting legal information 
products. 

Some law firms have made 
a start on the delivery of TT- 
based products. Australia's 
Blake Dawson Waldron has 
produced CD-Roms for its 
clients on Australian state 
and federal environmental 
and health and safety legis- 
lation. 

In 1996 the UK’s Linklaters 
launched Blue Flag, an 
online, legal risk manage- 
ment tool to provide 
commodified legal advice on 
European regulatory issues 
for banks, investment firms, 


data protection compliance 
in 30 jurisdictions via the 
internet 

Tony W illiams , managing 
partner, says: “We see it as 
the first of a family. We 
believe that online services 
could well account for 20 per 
cent of our business within 
five years.” 

Called NextLaw, the ser- 
vice has been developed by a 
team led by Christopher Mil- 
lard, a partner in the firm's 
media computer and commu- 
nications group. 

The firm chose data pro- 
tection as the first online 
service because the new 
European Union Data Pro- 
tection Directive is imposing 
onerous obligations on inter- 
national businesses and 
restricting the transfer of 


customer and employee data 
worldwide. 

“NextLaw wifi help clients 
identify data protection and 
related compliance risks so 
they can take steps to avoid 
costly sanctions and adverse 
publicity.” Mr Millard 
says. 

The service is available in 
two versions on the first 
launch: one aimed at banks, 
and covering such things as 
bank secrecy- rules and codes 
of conduct, and the other 
aimed at multinationals, 
which concentrates more on 
human resources Issues such 
as confidentiality of 
employee records and works 
councils. 

It was developed over nine 
months in conjunction with 
selected clients and exten- 
sively market tested by IS 
companies. It will be 
updated monthly and flag up 
developments in advance. 
Crucially, it is written in 
plain English. 

The service covers 30 
countries and will be avail- 
able to clients at a cost of 
£2,000 per country a year 
with a minimum of ID coun- 
tries. There wfll be no addi- 
tional charges for dipping in 
and no restrictions on the 
□umber of people who can 
use it. 

Mr Williams says the ser- 
vice Is the Aim’s response to 
the serious challenge that 
now faces clients of monitor- 
ing and ensuring compliance 
with ever growing bodies of 
regulation which affect 
all international bus- 
inesses. 

“It has been clear for some 


time that traditional advi- 
sory services cannot meet 
this challenge adequately, 
lu -house legal departments 
and compliance officers have 
rightly pointed out that the 
costs of securing full-scale 
compliance services in 
respect of alt potentially 
applicable regulation have 
become prohibitive.” he 
says. 

"The idea is simple. 
NextLaw embudies the 
expertise and experience of 
Clifford Chance lawyers 
from around the world and 
that of other leading data 
protection experts as well. 
We can now put advice on 
any desktop, anywhere, any- 
time. throughout the 
world. 

“For too long, many areas 
or work have been essen- 
tially reactive, often charac- 
terised by fire fighting. Cli- 
ents wifi now be able to 
identify in good time the 
legal risks to which they are 
exposed and manage those 
risks in advance systemati- 
cally and cost effectively." 
he says. 

Clifford Chance believes 
that in the short term 
NextLaw will offer it a con- 
siderable competitive advan- 
tage over its rivals. But Mr 
Williams stresses that being 
first into the market is not 
necessarily the most impor- 
tant factor. 

“More important is how 
useable it Is. What do clients 
want out of it and does it 
deliver? So the aim is: not 
the first on screen, but the 
best on screen." he 
says. 


Export bans apply outside EU 


European 

court 


The European Union's 
competition rules apply to 
export bans relating to terri- 
tories outside the EU where 
the effect of the ban is the 
prevention, distortion or 
restriction of competition 
within the EU and the ban is 
liable to affect inter-state 
trade, the European Court of 
Justice ruled recently. 

The judgment arose in the 
context of a dispute between 
Yves St Laurent Parfums 
and Javico International, its 
distributor for Ukraine, Rus- 
sia and Slovenia. 

Under the distribution 
contracts Javico Interna- 
tional agreed that the prod- 
ucts wee solely for sale in 
the three countries and 
could not be sold elsewhere. 

The Slovenian contract 
described the ban on sales 


outside the contract terri- 
tory as necessary to protect 
the high quality of distribu- 
tion of the products in otha 
parts of the world. 

Shortly after entering into 
the agreements, Yves St 
Laurent discovered products 
supplied to Javico to be sold 
in Ukraine. Russia and Slo- 
venia, were being sold in the 
UK, Belgium and the Nether- 
lands. Yves St Laurent ter- 
minated the contracts and 
sued for compensation and 
damages in French courts. 

The action was successful 
before the tribunal de com- 
merce in Nanterre. Javico 
appealed, arguing the distri- 
bution contracts were void 
for breach of the EU compe- 
tition rules. The Versailles 
Court of Appeal stayed the 
proceedings and referred the 
issue to Luxembourg. 

The European Court 
looked first at the impact of 
the competition rules on an 
export ban on the distribu- 
tion of goods outside the EU. 

It said the impact 


depended on whether the 
aim or effect of the ban was 
to restrict competition to an 
appreciable extent within 
the common market and 
whether it would affect trade 
between member states. 

The Court said the aim of 
the restriction was to be con- 
strued not as being intended 
to exclude parallel imports 
within the EU, but rather as 
being designed to enable the 
producer to penetrate mar- 
kets outside the EU. 

Thus, the contracts could 
not be regarded as having 
the aim of appreciably 
restricting competition con- 
trary to article 85 of the 
Treaty of Rome. 

However, it said it was for 
the national court to deter- 
mine whether such contracts 
had the effect of appreciably 
restricting competition. 

In the present case the 
national court would have to 
determine whether the struc- 
ture of the EU market In the 
relevant products was oli- 
gopolistic, allowing 


only limited competition 
within the EU network for 
the distribution of the 
products. 

The national court would 
then have to establish 
whether there was an appre- 
ciable difference in the 
prices charged within and 

The national court 
would have to 
determine if the 
structure was 
oligopolistic 


outside the EU. 

The effect on inter-state 
trade was to be appraised by 
reference to the position of 
the parties on the market for 
the products concerned. 

Thus, even a contract 
which imposed absolute ter- 
ritorial protection could 
escape article 85 if it affected 


the market Insignificantly. 

lntra-EU trade could not 
be appreciably affected if the 
products intended for mar- 
kets outside tbe EU 
accounted for only a very 
small percentage of the total 
market for the products 
within the EU- 

The Court was asked 
whether the fact that Yves 
St Laurent's distribution sys- 
tem within in tbe EU had 
received an exemption under 
the competition rules was 
relevant to the legality of the 
ban. 

The Court said the exemp- 
tion applied only to agree- 
ments within the EU. Tbe 
same was true for the EU*s 
selective distribution block 
exemption. Thus, tbe Javico 
contracts could not benefit 
from either exemption. 

C-306/96. Javico International 
v Yves St Laurent Parfums 
SA. ECJ FC. April 2S 1998. 

BRICK COURT CHAMBERS. 
BRUSSELS 
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SPATIOG RAPHE 


10-minute digital 
totalizer 

In order to enhance the legibility 
of the minute totalizer on the 
Spatiog raphe selfwinding mechanical 
chronograph, Breitling has chosen a 
digital display which facilitates 
instant read-off and monitoring, even 
on a constantly moving wrist. 


8V 2 


NUTES 


Whether in a cockpit or a sporting 
context, the highly functional nature 
of the Spatiographe makes it a 
worthy representative of the spirit 
of Navitimer watches, favorite 
instruments among pilots since 1952. 



/an 


Paired with the digital minute 
totalizer is an equally easily readable 
hour counter, calibrated for 3 hours 
— an amply sufficient lapse of time in 
most cases. 


SPATIOGRAPHE 
MECHANICAL CHRONOGRAPH 

Selfwinding ; 42-hour power reserve. Water-resistant to 
30 meters. Available with steel, 18K rose gold or platinum 
case. Black dial as above, or entirely silvered. Available on any 
type of Breitling leather strap, or on Navitimer bracelet. 


BREITLING SA 
P.O. Box 1132 

SWITZERLAND - 2540 GRENCHEN 
Tel: 41 32 / 654 54 54 - Fax.: 41 32 / 654 54 00 


www.breitling.com 


Three years of effort 

It took a full three years for Breitling 
watchmakers specializing in complicat- 
ed movements to design, develop and 
produce this distinctive chronograph 
with its asymmetrical dial. The minute 
disk with its instant retum-to-zero 
function are a first in the sphere of 
wrist instruments. 


The movement of the chronograph 
Spatiographe is Breitling Caliber 36 
(28,800 vibrations per hour, 38 jewels). 


INSTRUMENTS FOR PROFESSIONALS 







The race goes on 

9 days, 17 hours and 55 minutes: In the 
course of its attempted non-stop round- 
the-world flight, the crew of the 
Breitling Orbiter 2 has set the absolute 
duration record for a manned flight 
without refuelling. It’s a date for next 
winter! 
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Now you see it, now you don’t 

William Packer on the extraordinary, disorienting effects of Anish Kapoor’s sculpture 



This latest exhibition of the 
sculpture of Anisb Kapoor, 
bis first solo show in this 
country in a major public 
gallery, is as spare as could 
be wished in its physical 
arrangement. There are only 
some two dozen works, yet 
they require the whole of the 
Hayward Gallery, upstairs 
and down, and a couple of 
the roof-top balconies into 
the bargain. It is also, in 
terms of direct physical and 
visual engagement, as spec- 
tacular as anything we have 
seen in London for some 
time. 

The show is by no means 
folly retrospective, but the 
essential continuity of the 
work is registered nonethe- 
less. Kapoor, who is now in 
his mid-40s, emerged on the 
national stage in the early 
1980s. and by 1990 had done 
enough- to represent Great 
Britain at the Venice Bien- 
nale, and win the Turner 
Prize the fallowing year. 
This show gives us the story 
since then. 


Kapoor's concern has 
always been with the satu- 
rated retinal effect. He 
admits as much, if somewhat 
Opaquely, in his personal 
epigraph in the cataloguer 
“It think it's my role as an 
artist to bring to expression, 
it’s not my role to be expres- 
sive. I’ve got nothing partic- 
ular to say . . ." which is to 
say. see it, feel it, take it or 
leave it. This is fair pnmig -fo, 
though he does spoil it 
rather, hinting no less 
opaquely at having it both 
ways. “But it is my 
role ... to define means that 
allow phenomenological and 
other perceptions which one 
might use. one might work 
with, and then move 
towards a poetic existence”. 
Take it as you find it, in 
other words, but please use 
your imagination, and do try 
to be poetic with it. 

What he found, very early 
on, was that the pure, pow- 
der dry, intense pigment 
with which he invested his 
ambiguously symbolic 


abstracted forms, has the 
curious effect not so much of 
annihilating the form as, 
being non-ref] ective and 
light absorbing, becoming 
the form itself. What is more 
natural, then, than to turn 
the idea inside out, taking 
away the form to leave only 
the colour, disembodied, yet 
in a most curious way giving 

Please use your 
Imagination, and 
try to be poetic 


a physical presence to the 
space, the void it occupied 
and described. 

Thus it is we have grown 
used to peering Into the ori- 
fices Kapoor drops in behind 
the plane surface of the wall, 
all but impenetrable until 
the eye picks out the amor- 
phic internal contours deep 
within, ah organic abstrac- 
tion fraught with discreetly 


sexual, even erotic possibili- 
ties, all those “Phenomeno- 
logical and other percep- 
tions”. 

The effects are indeed 
extraordinary. So abrupt, so 
extreme, can be the shift 
from white wall to densest 
vcdd that the eye can barely 
comprehend the absence of 
an actual surface, reading 
even as a slight meniscoid 
bulge in defiance of common 
sense. And Kapoor has gone 
on to exploit other compara- 
ble and no less disconcert- 
ing. disorienting effects. 

Here is the highly-polished 
distorting mirror of stainless 
steel to suck us into the 
bulge in the Immaculate 
white wall ahead, and as we 
move past it. to our astonish- 
ment. it disappears. Most 
spectacular of all is tbe 
recent “At the Edge of the 
World", more architectural 
installation than sculpture, a 
huge magenta dome 
suspended some 10 feet off 
the ground at the rim. 30 feet 
across and rising as high 


within. Hie weight of impal- 
pable colour bears down on 
us like a cloud spreading 
away to an indeterminate 
edge, always just out of 
reach. It is a stunningly 
engaging, absorbing piece. 

And yet, is there more to 
sculpture t ha n tbe immacu- 
late presentation of a partic- 
ular effect, be it the jolly dis- 
torting-mirror of the funfair, 
or the purer sensory indul- 
gence of diving in the Imagi- 
nation into the deepest, 
darkest velvet bag? Is effect 

of itself significant, pro- 
found? Or is it the porten- 
tousness of sheer size and 
presentation that makes us 
feel it should be so, and to 
that extent resistible? 

The exquisite, abstract 
glass sculpture of Bernard 
Dejongbe, now at Galerie 
Besson, tells us at once that 
size is not the point Here 
are domestic bowl-like lumps 
of solid glass that, with their 
delicately crinkled surfaces 
and interior abutments, 
seem ineffably fragile. More 
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Ambiguous: Turning the Worid Inside OuF, 1995, by Anish Kapoor 


to the point, they too are 
contradictory, seeming so 
solid yet so immaterial, tbe 
space within so clear, so 
inviting, yet frozen forever 
within the block. They play 
not quite the same, but simi- 
lar. games to the refined 
emptiness of Kapoor. Small 


as they are. they are just as 
ambiguous and just as 
intriguing and persuasive, 
and as beautiful. The trick, 
as Kapoor himself suggests, 
is in having nothing particu- 
lar to say. - 


Anisb Kapoor, Hayward eatery, 


London SEt until June 14; 
sponsored by Edwin C. Cohen 
and the Observer, supported by 
Habitat aid tbe Henry Moore 
foundation. Barnard Dsjonghe: 
ceramics and glass; 6alef1e 
Besson, 15 Royal Arcade, Old 
Bond Street, London W1 until 
June 26. 
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in charge of the plot 


THEATRE 

caSlaY. 

Bad Weather 

Royal Shakespeare Company - 

The rating 

Holman’s new play for the 
Royal Shakespeare Com- 
pany, Bad Weather, Is beau- 
tiful, and the six roles are 
wonderful. True, the plot 
gets disappointingly straggly 
in the second halt But you 
always want to know what 
will happen next, and almost 
always it takes you by sur- 
prise. As for the dialogue, its 
rhythm is constantly line, 
and there were only two 
lines when I knew the reply 
that a character would make 
before be or she did. 

You really come to know 
Holman's characters - 
indeed, to care for them - 
but the spell of his play is 
that he keeps opening them 
up, showing you this or that 
new facet, enlarging their 
inner lives. It seems as if the 


plot progresses in its pecu- 
liar way because the charac- 
ters have so great a reality 
in Holman's mind that he 
has let them shape the play's 
events. This is a rare gift in 
playwrights; I wish 1 had 
encountered Holman's work 
before. Now in his mld-40s. 
he has had plays of his pro- 
duced since 1972; he wrote 
two plays for the RSC in the 
1080s (.Today and Across 
Oka). 

The play starts in Middles- 
borough. Jamie, a 19-year- 
old. gets imprisoned for 
grievous bodily harm, 
though he has not commit- 
ted it His friend Luke, who 
has, is not even called to 
court Luke’s sister Rhone is 
pregnant with Jamie's child. 
Jamie’s mother Kay, dis- 
traught by the verdict, is 
befriended by Noel, the one 
juror who found Jamie inno- 
cent; they soon go to bed 
together. When it emerges 
that Kay was once the heir- 
ess to a French ch&teau and 
vineyard, Noel and Rhone 




write to her former nanny and Agn&s . an : intelligent 
and friend Agnfis, .who- 1 ? authority, that seduces most 
quickly comes over to help, /’of them. Rhona' keeps up an 
This much emerges m the? -‘idnusii^ly tough aggressive/ 
first quarter of the play. But' - defensive armour hf talk, 
already the characters have ;and only occasionally lets 
become multi-dimensional in- , bar few hopes and sorrows 
the way they react to each show. Jamie, in jail, is so 
other. defensive that he contradicts 

Luke, for example. Is irre- himself every which way. In 
sponsible and spontaneous; Act Two. Agnes takes every- 
but suddenly you see in him one except Jamie to France, 


Holman has written wonderfully for 
actors and they return the compliment 


a charm, a brightness, a 
complexity, and finally a 
confusion that are captivat- 
ing. You see him captivate 
Agn&s; and then you realise 
the affection there has 
always been between him 
and Kay. So much so that 
Kay’s relationship with her 
son, so much more guarded, 
becomes tinged by guilt. Kay 
bas a refinement of spirit 
that impresses everybody. 


where there is a picnic scene 
of. bewitching . charm: an 
idyll m which the play's ten- 
sions are briefly relaxed. . 

At The Other Place, you 
can sit in the front row, 
sometimes dose enough to 
touch tbe actors. The perfor- 
mances by Susan. Brown, as 
Kay, and Susan Engel, as 
Agnes, are particularly 
enthralling; their stillnesses, 
the eloquence of their least 


inflections, the moment-by- 
moment fluctuation of their 
response to other characters 
all deepen the play marvel- 
lously. Paul Poppiewell is 
beguiling in the way he 
catches Luke’s energy and 
freshness, and his sudden 
highs and lows; Ryan Pope, 
by contrast, catches the 
pathos of Jamie's self-justify- 
ing denials, his meandering 
between hostility and ten- 
derness, between bravado 
and defeatism. Barry Stan- 
ton as Noel and Emma 
Handy as Rhona also give us 
completely rounded charac- 
terisations. 

I wish, for his play's sake, 
that Holman bad moved it to 
a more brisk and more grip- 
ping conclusion (or conclu- 
sions'). But he has written 
'wonderfully for actors; and. 
as directed by Steven Pim- 
loft the RSC actors hand- 
somely return the compli- 
ment. 


In RSC repertory at The otter 
Place, Stratiorti-opon-Avon. 


OPERA THE KIROV IN NEW YORK 

Rich Russian repertory 
reaps its rewards 


The visit of the Kirov/ 
Maryinsky Opera company 
of St Petersburg to the Met- 
ropolitan in New York lasted 
just over a fortnight, but the 
impression left by this event 
- rightly billed as a “festi- 
val" - will not soon be for- 
gotten. The massive inva- 
sion. which hrought not only 
singers, orchestra and cho- 
rus but also four elaborate 
productions complete with 
stagehands, brilliantly con- 
cluded tbe New York opera 
season. The Kirov’s artistic 
and general director Valery 
Gergiev was not an 
unknown quantity in New 
York; he has conducted 
Otello , Boris and The Queen 
of Spades at the Met, where 
he has also been appointed 
principal guest conductor. 

But while Gergiev bas 
been , a splendid, welcome 
guestv he is obviously more 
dazzling when supported by 
the. company he has shaped 
into an international oper- 
atic force, the flagship of 
"p^f-Soviet Russian culture. 
At an inaugural concert In 
New York, during which a 
number of non-Russian arias 
were sumptuously per- 
formed, the Kirov showed 
that it can range comfort- 
ably through the entire rep- 
ertory, which, on its home 
ground, comprises Mozart. 
Wagner. Verdi, Bizet. 
Strauss. But having asserted 
this versatility, during the 
festival proper the Kirov 
focused on four productions, 
all Russian. Of these, only 
one. Prince Igor, Is regularly 
performed in the US. The 
other three could rightly be 
considered rarities - Proko- 
fiev’s Betrothal in a Monas- 
tery, Tchaikovsky's Mcueppa 
and Glinka’s Ruslan and 
Lyudmila - yet for all the 
New York audience's 
well-known reluctance to 
sample unfamiliar fare, per- 
formances were sold out and 
received with clamorous 
enthusiasm. 

Perhaps the most arresting 
aspect of the Kirov was its 
superb ensemble; casts never 


seemed a mere assembly of 
singers brought together for 
a few evenings: each produc- 
tion seemed to have grown 
spontaneously from within 
all its participants; it was 
never something imposed on 
them from outside. The 
appearance of a dancer, or 
even a large sector of the 
ballet, was not an alien 
intrusion, but a natural 
development In tbe past, it 
was almost obligatory to dis- 
miss Soviet stagings as reac- 
tionary, coarse, gaudy; these 
productions were visually 

The most 
arresting aspect 
of the Kirov was 
its superb 
ensemble ... a 
truly coherent 
opera 'company* >■ 

attractive, and tbe leading 
singers were handled, as was 
the chorus and corps de bal- 
let. with tact and Insight. To 
be sure, the company has its 
stars - Gergiev himself at 
their head - but it is not 
unusual to see an interpreter 
in a major role one night 
and in a lesser one the fol- 
lowing night. 

Productions counted for 
mare than individual perfor- 
mances. The surprise of the 
festival was surely Betrothal 
in a Monastery . Presented a 
few years ago in a student 
production at a New York 
conservatory, the piece was 
generally dismissed as 
long-winded and unhumo- 
rons; now tbe Kirov Illus- 
trated the pointed wit with 
punctuating moments of lyr- 
ical tenderness and the 
skewed, irresistible dance 
rhythms. Similarly. Mozeppa 
revealed a different and pow- 
erful Tchaikovsky, narrating 
a grand-scale, heroic story. 


with a full-scale battle scene 
as its centre (the brass sec- 
tion of the Kirov orchestra, 
in 19th century uniform, was 
proudly deployed on stage). 
The performance was also 
an occasion for the baritone 
Nikolai Putilin to show off 
his big. warm, multi-hued 
voice, and for the bass Vladi- 
mir Vaneev (a widely-ad- 
mired Boris) to demonstrate 
his talent as an actor in tbe 
moving prison scene. 

For my performance of 
Ruslan and Lyudmila, Ger- 
giev ceded the baton to Alex- 
ander Titov who, after an 
excessively hectic overture, 
went on to conduct a perfor- 
mance as impeccable and 
supple of those of Gergiev 
himself! Glinka's opera, a 
milestone In Russian musi- 
cal history, is often called 
“Italianate", though it Is for 
from the tuneful concision of 
mature Donizetti or the dra- 
matic impetus of early Verdi 
(Glinka’s contemporaries). 
But here, too, was an occa- 
sion to admire, besides the 
resounding chorus, the icy, 
innocent soprano of Olga 
Trifonova and two more of 
the Kirov's apparently limit- 
less supply of fine basses: 
Mikhail Kit. who sang Lyud- 
mila’s lhther. and Fedor Kuz- 
netsov, who was Farlaf, a 
rejected suitor. 

The enduring rewards of 
the meteoric Kirov visit will 
be not only the acquaintance 
with a true, coherent opera 
“company", but also the 
introduction to a rich reper- 
tory. which we can only 
hope American bouses will 
want to explore. If Gergiev 
does, after all, come more 
frequently to the Met. he 
will surely bring his favour- 
ite operas with him. Perhaps 
the Lincoln Center will even- 
tually resound with Tchai- 
kovsky's The Maid of Orle- 
ans or even the politically 
incorrect but heart-meltingly 
beautiful Scmgon Kotko of 
Prokofiev. 

William Weaver 
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AMSTERDAM 

OPERA 

Netherlands Opera, Hot 

Muzfektheater 

Tel: 37-20-557 8911 

Tosca; by Puccini. New production 

by Nikolaus Lehnhoff with a cast 

including Bryn Terfel Tbe 

conductor is Riecardo ChalRy. May 

12. 15, 17 


BARCELONA 

EXHIBITION 
Fundactt Joan MirO 
Teh 34-3-329 1908 
www.bcn.Qmtm.es 
Private negatives, public fictions: 
100 photographs from the 
coflectfen of the Muse© National 
d'Art Mocfeme m Paris. Includes 
works by Robert Doisneau, Dora 
Maarand Man Ray; to Jii 12 


BERLIN 

CONCERTS 

Phffliarmohte 

7fc£ 49-30-2548 8354 

Bart In Philharmonic Orchestra: 

conducted by Emmanuel Krtvine in 

works by Beethoven and 


Tchaikovsky; May 17 


BRUSSELS 

OPERA 
La Monnaie 

Tel: 32-2-229 1211 

• H RStomo cfUlfisse: by 
Monteverdi. New production 
conducted by PhWppe Ptertat In a 
staging by Wflrtam Kontridge. With 
the Handspring Puppet Company: 
May 12, 13, 15,16.17 

• L’Orfeo: by Monteverdi New 
production conducted by Renfe 
Jacobs and directed and 
choreographed by Trisha Brown, 
with designs by Roland 
AeschCmann; May 13, 14, 15, 

16, 17 


CHICAGO 

CONCERTS 

Orchestra Hell 

Tek 1-312-294-3000 - 

www.chicagosymphony.org 

Chicago Symphony Orchestra; 

conducted by Franz Weteer-Most 

In works by Brahms and 

Shostakovich; May T4, 15, 16 


FLORENCE 

OPERA 

Maggio Muskmte Fjorentmo 
Tel: 39-5S-2W58 

.wwwjnassfofiorenttraicom ■ * • • 

le Comte Ory. by Rossini- New, ;.v 
production conducted by Roberto ' 

Abbado in a staging by Lorenzo , 
Mariant EH-Teatro delta Pergola; 
May 15, 17 


FRANKFURT 

CONCERT 


Frankfurt Oper 
Tel: 49-69-21202 
Budapest Festival Orchestra: 
conducted by Ivan Fischer in 
works by Mahler and Bruckner. 
With mezzosoprano Doris Soffel; 
May 15 


GLASGOW 

OPERA 

Scottish Opera, Theatre Royal 
Tel: 44-141-332 9000 
The Queen of Spades: by 
Tchaikovsky. Conducted by . 
Richard Armstrong In a staging by 
Yannls Kokkos; May 12 


HELSINKI 

OPERA 

Finnish National Opera 
Tel: 358-9-4030 221 1 
The Magic Flute: by Mozart. New 
production by Swedish director 
Etienne Glaser designed by Peter 
TiHberg. Conducted by Mlkko 
Franck; May 18 


HOUSTON 

EXHIBITIONS 

Museum of Fine Arts, the Menfl 
Coflection and the Contemporary 
Arts Museum 
Tek 1-713439 7750 
Robert Rauschenberg; The 
Previously aeon at the 
Guggenheim,” New York, this major 
retrospective spans the artist's 50 
year career and includes some 400 
works; The Menii Coflection hosts 
works from the 1940s through the 
. mJd '1980s. The Contemporary Arts 
■Museum presents important 
technological wort®, while the 
Museum of Fine Arts will show the 


most recent work; ends on Sunday 


LAUSANNE 

CONCERT 
fiitttre de Beaulieu 
Tek 41-21-643 2211 
Orchestra de ta Suisse Romandcr. 
conducted by Ulf Schirmer in 
woks by Cart Nielsen and Isang 
Yun. The programme is completed 
by Stravinsky's Rite of Spring; 

May 14. 

OPERA 

Op4na de Lausanne, Thdfltre 
Municipal 

Tel: 41-21-310 1600 
II Matrimonio segreto: by 
Cknarosa. Conducted by Jonathan 
Darlington in a staging by Alain 
Marcel. Cast includes Alison 
Haglsy; May 12 


LISBON 

CONCERTS 

100 Days Festival, Expo W 
Madrid Symphony Orchestra: El 
Amor Bnjjo by Manuel de Falla; 
Main Auditorium, Centro Cultural 
de Belem; May 16, 17 

DANCE 

100 Days Festival, Expo '98 
Pina Bausch: specially 
commissioned new work; Mail 
Auditorium, Centro Cultural de 
Belem; May 12, 13 


LONDON 

CONCERTS 
Royal Festival Han 
Tat 44-777-950 4242 
Barenboim Beethoven Cycle: series 
. of six concerts, with Barenboim 


conducting the nine Symphonies 
and directing the five Piano 
Concertos from the keyboard. With 
the Staatskapefle Berlin and 
London Symphony Chorus; May 
15. 16. 17 

EXHIBITION 
National Gallery 
Tek 44-171-839 3321 
Masters of Light: Dutch Painting 
from Utrecht In the Golden Age. 
Brfrigs together 74 works produced 
by painters working In the city of 
Utrecht In the first half of the 17th 
century; to Aug 2 


MILAN 

OPERA 

Teatro alia Sea la 
Tel: 39-2-88791 
www.lasceta.mBano.it 
Der FrelschOtz: by Weber. 
Conducted by Donald Rumldes in 
a staging by Pler'AUi. with a cast 
Including Kim Begley and Nancy 
Gustateon; May 12, 14, 16 


MUNICH 

CONCERTS 
Ptufharmonfe Gastetg 
Tek 49-89-5481 8181 

• Bavarian Radio Symphony 
Orchestra; conducted by Dmitrij 
Kitaj enko in works by Prokofiev 
aid Tchaikovsky; May 14, 15 

• Westdeutsche Sinfonla 
Leverkusen; conducted by Dirk 
Joeres in works by Haydn, Mozart 
and Beethoven. With horn soloist 
Michael Thompson and violinist 
Jural Cizrrujrovkr, May 13 

OPERA 

Beyerische Staatsoper 


Tel: 49-89-2185 1920 
The Midsummer Marriage: by 
Michael Tippett Mark Elder 
conducts a production staged by 
Richard Jones, with a cast 
including Alison Hegley and Philip 
Langrrdge; May 15 


NEW YORK 

CONCERTS 
Lincoln Center 
Tek 1-212-721 6500 
www.lincolncenler. org 

• New York Philharmonic-, 
conducted by Leonard Station In 
works by Fine, Mozart and Dukas. 
With piano soloist Alicia de 
Lanroeha; Avery Fisher Had; 

May 12 

• New York phffharmonrc: 
conducted by James Gonlon In 
works by Zeflnsky. Rachmaninov 
and Liszt. With piano soloist 
Garrick OhJsson; Avery Fisher Halt; 
May 14. 15 

EXHIBITION 

Metrapofitan Museum of Art 

Tel: 1-212-879 5500 

vfww.metmuseum.org 

When Silk Was Gold: Central Asian 

and Chinese Textiles. Featuring 64 

precious textiles from the 8th to 

15th centuries; ends on Sunday 


PARIS 

EXHIBITION 
Musee d’Oraay 

Tel: 33-1-4049 4814 
Manet, Monet and the Gare 
Saint-Lazare: places Manet's 
famous painting In a context 
provided by works by other artists 
and a group of related drawings, 
prints and photographs; ends on 


Sunday 


STOCKHOLM 

OPERA 

KSnigCehen Oper 
Tel: 46-8-248 340 
Deutsche Oper Tannh&ser, by 
Wagner. Conducted by Jiri Kout in 
a staging by Gdtz Friedrich; 

May 12 


TOKYO 

CONCERTS 

Tokyo Opera Ctty Concert Hall 
London Symphony Orchestra: 
conducted by Sir CoHn Davis in 
works by Beethoven; May 17 


TV AND RADIO 

• WORLD SERVICE 

BBC world Service radio for 
Europecan be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
1130: Business Asia 

19.30: Worid Business Today 
22JJ0: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06.-07; 07:07; 08:20; 09*20: 
10:20; 11:20; 11:32; 12:20; 13:20; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from LJFFE as the 
London market opens. 
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COMMENT & ANALYSIS 




MARTIN WOLF 


Soft heart, soft head 

It may be tempting to forgive and forget when it comes to highly 
indebted poor countries. But that can be a mistake 


The road to hell is paved 
with good intentions. This I 
learnt when I worked at the 
World Bank on several east 
African conn tries between 
1372 and 1974. What I saw 
there were governments - 
seduced by socialist 
ideology, encouraged by 
leftwing western advisers 
and supported by foreign aid 
- taking their first steps on 
the journey to catastrophe. 

The dzrigiste development 
path of sub-Saharan Africa 
is not the only explanation 
for the picture shown by the 
chart. But it does explain 
much of it Countries that 
were particularly 21 -suited 
to interventionist 
government embraced it 
with enthusiasm. 

Now, leaders of the group 
of seven leading industrial 
countries who convene in 
Birmingham this weekend 
will be asked to tackle one of 
the consequences: the 
unpayable debt of the 
world's highly indebted poor 
countries (HIPC) - an but 
seven of which are African. 
They meet against the 
background of the “Jubilee 
2000” campaig n, embracing 
many charities and 
churches, against “debt 
slavery”. 

The question is how 
western leaders should 
respond. With caution, is the 
answer. Debt relief does 
have a role to play in 
improving the plight of the 
world’s poorest countries. 
But it must not be 
exaggerated. The big 
challenge is not debt It is 
performance - or rather lack 
of it There is nothing wrong 
with going into debt and 
these countries are not poor 
because they are indebted. 

On the contrary, they are 
heavily indebted because 
they failed to use the capital 
inflows they received with 

even minimal efficienc y; and 
they will remain just as 
poor, after relief, if they 


continue to waste money. 

How can a civilised person 
advance such quibbles when, 
as Osfam, the UK 
development charity, has 
argued, African 
governments transfer four 
times more in debt payments 
than they spend on health 
and education? 

TO understand how, one 
should start with the facts - 
and the “facts” being 
presented by Osfam are 
grotesquely misleading. 

What matters is not the size 
of the debt stock or of the 
gross outflow on debt 
service, but whether the 
resources that are being 
transferred into a country 
exceed those being 
transferred out of it If they 
do. the country is able to 
spend more than the value 
Of its output - including on 
health and education, should 
its government wish. 

The most direct measure 
of net flows is the current 
account excluding interest 
payments and official 
transfers. As it happens, 
almost all heavily indebted 
poor countries ran large , 
deficits in 1996 (that is, they 


were able to spend more 
than they produced). The 
World Bank notes, in 

addition, that overall net 
transfers to heavily Indebted 
poor countries (even after 
payment of interest) have 
totalled around 7 per cent of 
gross domestic product over 
the past 15 years.* The 
argument that these 
countries have been 
impoverished by the need to 
transfer resources to their 
creditors is simply false. 

If the highly indebted poor 
countries are, on balance, 
receiving resources from the 
rest of the world, what is the 
point of formal debt 
reduction? Five arguments 
can be advanced. 

First, since many 
countries are paying less 
than they are supposed to 
pay, they face a reduced 
incentive to improve 
performance, since a part of 
the reward would accrue to 
creditors rather than to 
themselves. Second, debt 
reduction will reduce the 
bureaucratic effort involved 
in negotiations for new 
inflows or short-term 
rollovers of debt 
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Third, the benefits of 
reduced debt service 
obligation belong to indebted 
countries, which should 
make it easier for them to 
plan and set their own 
priorities. 

Fourth, high formal debt 
obligations act as a 
disincentive to voluntary 
capital inflow and 
repatriation of flight capital, 
because of the fear of higher 
taxation in future. 

Fifth, reduced outflows 
might not be matched by a 
corresponding reduction in 
inflows, in which case the 
net inflow would increase. 

These points in favour of 
debt reduction have merit 
Yet there are also objections. 
The most important is that 
debt relief gives the biggest 
reward to the countries that 
have wasted their money 
most completely. Why 
should, say, Zambia get 
relief and not Bangladesh? 

The attempt to balance 
arguments in favour of debt 
relief with those against it 
has led to the HIPC debt 
initiative of the World Bank 
and the International 
Monetary Fund. It aims to 
cut the net present value of 
debt service obligations to 
“sustainable" levels. 
Sustainability is judged on a 
case-by-case basis, with 
debt-toexport ratios to be 
between 200 per cent and 250 
per cent and a debt service 
ratio of 20 to 25 per cent 

Countries must show six 
years of good performance to 
be eligible for relief from the 
Paris Club of government 
creditors and from the 
multilateral agencies, such 
as the World Tiank and IMF. 
So far, relief has been agreed 
! for Bolivia. Burkina Faso. 
Guyana. Ivory Coast, 
Mozambique and Uganda, 
the net present value of all 
that relief being $3btu 
Packages for Guinea-Bassau 
and Mali are under 
consideration, while 15 or 16 
countries should, it is hoped, 
qualify for relief by 2000. 

Yet this package has been 
subject to strong criticism. 
Opponents argue that the 
definition of sustainability is 
unrealistically tough, debt 
relief takes too long to 
arrive and performance 
requirements are far too 
strict 

Of these, only the first 
point has much merit There 
is a good argument that, if 
debt relief is to be provided, 
it should be generous 


H Recasting The Role of Government 

jzer rortim to Promote Economic Prosperity 
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• EUROPE* 


BY MURRAY WE1DENBAUM 


In a talk given at a Tokyo conference, 
a former U.S. presidential economic 
adviser argues that reducing the 
burden of regulation on business can 
spur economic growth and job creation 
without adverse monetary and fiscal 
consequences. 

in no nation is there a government 
agency with a mission to depress the 
economy or to accelerate inflation. 
However, many government actions - 
especially taxation, government spend- 
ing, and regulation - have those un- 
desirable effects. Regulatory costs are 
especially insidious. They are a hidden 
tax severely reducing the competitive- 
ness of domestic businesses at a time 
when they face an increasingly global 
marketplace. 

Reducing the burden of regulation can 
contribute to more rapid economic growth 
without the adverse inflationary and cur- 
rency repercussions that often accompany 
more stimulating monetary and fiscal 
policies. Reform of regulation responds 
specifically to policymakers 1 desires to 
reduce the structural impediments to 
economic growth. 

Regulation is not a contest between 
"the forces of good" (meaning govern- 
ment) and “the forces of evD" (obviously, 
business). The reality is that the con- 
sumer is at the receiving end of the 
repercussions generated by regulation. 
Business is the middleman, which must 
collect higher prices from consumers to 
cover the cost of compliance. 

Regulation also redaces the degree 
of competition, the flow of innovation, 
and the production of new and better 
products because many government 
agencies have the power to decide 
whether or not a company can enter an 
industry or a new product go on the 
market. The justifications for the 
government’s awesome regulatory 
power are worthy: to promote a cleaner 
environment, to achieve a healthier 
workplace, and to keep unsafe products 
off the market Sadly, the reality is often 
different The adverse effects of 
government regulation are far more 
numerous than most people realise. 


They include: 

(1) (he cost to taxpayers for supporting 
a galaxy of government regulators, 

(2) the cost to consumers in the form 
of higher prices. 

(3) tiie cost to workers in the form of 
jobs eliminated by regulation, 

(4) the cost to the economy resulting 
from the loss of enterprises which cannot 
afford to meet the onerous burdens of 
government regulations, and 

(5) the cost to sodety, as a whole, as a 
result of a reduced flow of new and better 
products and a less rapid rise in the 
standard of firing. 

y Reducing the burden of 
X regulation can contribute 
,/>• to more rapid economic 
growth without .. adverse 
•?' inflationary and currency 

repercussions 

How can we reduce the burdens of 
regulation? We can start by questioning 
the traditional justification, which is the 
notion of market failure. For a variety of 
reasons, private markets are deemed not 
to work well enough. However, econo- 
mists have also developed the com- 
panion nation of government failure, the 
tendency for the public sector to do 
more harm than good when it intervenes 
in economic activity. 

Secondly, we can begin to apply 
benefit/cost analysis to new regulations. 
Such analysis has been used for decades 
in examining government spending 
programs, it is a simple way of balancing 
market fall ore (as measured by potential 
benefits of government action) against 
government failure (costs of govern- 
ment action). Benefit/cost tests compen- 
sate for the fact that government 
decision makers do not face economic 
constraints. If the costs to society of a 
regulatory agency action exceed the 
benefits, that situation does not have an 
adverse impact on the agency. 

To implement a program of regulatory 


warranted Mien markets do not work as 
well as regulation. The presence of "market 
Mure" is a necessary but not sufficient 
condition for government to intervene. 

(2) The legislature and the regulatory 
agencies should estimate costs and benefits 
before they enact new laws or issue new 
regulations. 

( 3 ) Whenever feasible, the power of 
market incentives should be enlisted in 
pursuit of society’s goals instead of com- 
mand-and-ooncrol directives. The pressure 
of competition and the lure of profits shook! 
be recognised as forces vital to achieving a 
healthy and growing economy. 

(4) Delegations of authority by legis- 
latures should contain specific controls to 
ensure that regulatory authority is not 
exercised capriciously. The influence of bus- 
iness may be substantial, but (he power of 
government can be overwhelming. 

A final thought Government decision 
makers often overlook a fundamental feet 
in their rush to intervene in the private 
sector individuals and private organ- 
isations have tremendous ability to deal on 
their own with the shortcomings of a 
modern economy. Retying on private 
initiative moves us closer to the ideal of a 
free society while simultaneously pro- 
viding a powerful incentive to improved 
economic performance. 

Dr. M n rn g (Mdaritmon b rtutirm of tin Cmbex tar tar 

of tarrfcaa BoIm at WmbSagom IMrmUp fa, St 
Lwta. HtanrnH. USA (Me// ■b.oHWi). ■* IM1 . 
S3, be mi hi) ■ dutmiea at Praafataat Raagm'a Condi 
of B f m r lr MW-em Ita « —h r rf ibe P raoldtal’o 
BnomBte Poky Muher Band, 1983 ■ Ml TUi article 
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(1) Government intervention is only 




enough to ensure a country 
vrill not need it again. 

Creditors who made wasteful 
loans should also bear part 
of the cost In addition, big 
enough rewards most go to 
good pafonners to reinforce 
their success, both in their 
own eyes and in those of 
their neighbours. 

The other points have far 
less merit, indeed the bigger 
permanent relief is going to 

be, the more important it is 
to give it only to countries 
with demonstrably good 
performance. Moreover, the 
only indication of 
performance is what has 
already been achieved, not 
what is promised. Words are 
cheap. Further, because 
countries can be shielded 
against the costs of their 
debt service obligations in 
the interim period, however 
prolonged, it is sensible to 
give the reward of relief only 
when sustained performance j 
has been demo nstr ated. For i 
these reasons, both the wait 
and the performance 
requirements are justified- j 

What the G7 leaders 
should learn from the 

ramp ai gntir s in Birmingham 

is that a significant number 
of ordinary people care 
about the desperate plight of 
the world's poorest people. 
This is both impressive and 
justified. Unfortunately, 
having one's heart in the 
right place says tittle, or 
nothing, about the state of 
one's head. 

The plight of the world's 
poorest people cannot be 
explained by the debt their 
countries owe. They were 
desperately poor before the 
money was borrowed; they 
remain poor, because they 
wasted the money; and even 
today they receive far mare 
money than they pay out. 

The role of permanent 
debt relief must be to 
provide a secure base for the 
long-term development of 
well-managed countries. 

Like all aid. it should be 
supplied selectively to 
countries with sound 
policies and a period of 
proven performance. In their 

presence, generous debt 
relief should be useful. In 
their absence. It wifi be just 
another case of good 
intentions wasted. 

*World Bonk. Global 
Development Finance. 1397. 
Volume I 
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LETTERS TO THE EDITOR 


Vindication for an approach to 
business that has real value 


From Professor Marc 
Be rtonecbe. 

Sir. Congratulations for 
Paul Abrahams' article. 
"Japan's ray of tope" (May 
6). It is very reassuring to 
see that what we have been 
rtvw-hing for years and years, 
is not simply, as Samuel 
Britten put it one day, "an 
accidental quirk of 
Anglo-Saxon corporate law" 
(Economic Viewpoint: "Silly 
slogans of stakeholders'*. 
September 7 1995), but has 
some universal value. 

In the past. Japan has 
often been presented as The 


Model and a liviug proof of 
how wrong we were in the 
western world. It is nice to 
hear that capital allocation, 
cost and return on capital 
are no i just topics for class 
discussions, in our business 
schools, that share option 
schemes are not just the 
invention of selfish and 
greedy executives. - that 
shore buy-back programmes 
are not the signal of a lack 
of confidence in the future 
and that decent returns on 
equity in well-focuscd And 
value-creating businesses 
are more important than 


capacity increases, market 
share and sales growth in 
Inefficient, underperforming 
and value destroying organi- 
sations. 

The message is clean 
investors matter every- 
where. 

Mare Bertonecbe. 
visiting professor of 
business administration, 
Harvard University Gradu- 
ate School of Business 
Administration, 

Soldiers Field. 

Boston, 

MassocbasettS 0183. VS 
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Investment performance needs standards 


From MrL Seth. 

Sir, In addition to those 
trusted statistics supplied by 
fond managers as mentioned 
by Barry Riley (“Trusted 
stats . . . one day". May 6), 
such fund managers have 
also been known to market 
their performance statistics 
against whichever universe 
looks worst out of a selection 
of performance agencies in 
an effort to move up a quor- 
ate. Despite this, it is rarely 
asked how many partici- 
pants the sample contained. 
Equally astounding is when 
fund managers have been 
known to compare total port- 
folio returns of growth funds 
against the relevant bench- 
mark net of dividends, some- 


thing that over long periods 
can show large differences 
compared to its equivalent 
gross benchmark. 

While global investment 
performance standards arc 
developed, the industry 
would be well served if fund 
managers agreed the type of 
data to be forwarded to cli- 
ents cm a quarterly basis, for 
example. Initial agreements 
may include whether to have 
performance data externally 
audited, outlining whether 
returns are net or gross of 
fees and therefore stating a 
comparable benchmark. 
They might also mention the 
type of universe to be used, 
together with the sample 
size and whether these 


include complete portfolios 
(which include cashr as 
opposed to carve-outs (which 
exclude cash). 

While the Industry does 
not want to make it difficult 
for fund managers to build 
up assets under manage- 
ment. it is Important to have 
standards that ore more 
transferable so clients can 
make informed decisions 
and thus give business to 
the managers who achieve 
it 

I. Seth. 

Financial Models 
Corporation, 

The Baltic Exchange, 

38 St Mary Axe. 

London EC3A 8BH, UK 


Vefl of secrecy on arms deals must be lifted 


From Ms Jessica WaodnffiL 
Sir, The furore surround- 
ing the arms to Sierra Leone 
affair has mistakenly 
focused on the alleged mis- 
management of officials and 
ministers (“African muddle 
and humbug". May 11). The 
implication is that if a few 
heads roll all will be well 
again. But it is the policies 
that need replacing - not 
officials or ministers. The 
veil of secrecy that sur- 


rounds the arms trade needs 
ripping down to let in the 
foil tight of democratic scru- 
tiny and control. And tho 
criteria governing arms sales 
need to be made explicit, 
leaving no room for 
"nod and a wink" 
interpretations. 

Until now, Robin Cook, the 
foreign secretary, has shied 
away from such a thorough 
overhaul - and that fa what 
MPs should ask about in 


today's debate. For without 
such fundamental changes. 
Britain's arms expects will 
inevitably continue throwing 
up scandal alter scandal - 
whoever is filling or reading 
those red boxes. 

Jessica WoodrofPe. 
head of campaigns. 

World Development 
Movement, 

25 Beehive Place, 

London SW9 7QR. UK 
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F ree markets, if left 
to their own 
devices, can wind 
up terribly unfree, 
and government interven- 
tion is sometimes necessary 
to ensure unfettered compe- 
tition. This must be the text 
for the US Justice Depart- 
ment as it girds itself to 
launch antitrust charges 
against Microsoft There is 
no better place to came to 
grips with the issues than in 
Ron Chernow’s stunning 
new biography of John 
D. Rockefeller Sr, the man 
who built up Standard 00, 
the archetypical monopoly 
company that was broken up 
by the trustbusters. 

The parallels between 
Rockefeller and Microsoft's 
Bill Gates are striking. Both 
men stumbled on new indus- 
tries at a moment when they 
were about to transform the 
economic life of America. 
Neither were great innova- 
tors, but both understood 
the importance of TnarfcpHng 
and distribution. 

Both shot to prominence 
at an early age. Rockefeller, 
whose background was very 
modi more humble, was one 
of the tidiest men in Amer- 
ica by the time be reached 
40. He was never worth as 
much as Mr Gates is today: 
his net worth at its peak was 
something over $l3bn (£8bn) 
in today’s dollars, compared 
with around $50bn for Mr 
Gates. But the US economy 

was far smallpr than it ]£ 

today, as a financial force in 
the land, he was much the 
more powerful figure. And 
he gave a lot more of his 
money away than Mr Gates 
has done so far. 

His qualities as a business- 
man would have been 
instantly recognisable in Sil- 
icon Valley or Seattle. The 
picture painted by Mr Cher- 
now is of a man with vision- 
ary leadership, courageous 
persistence and an ability to 
think strategically. He com- 
bined these with a lust for 
domination, a ruthless sin- 
gle-mindedness, and a total 
contempt fix- lesser mortals 
who stood in his way. 

Rockefeller inspired great 
loyalty among his workers, 
whom he encouraged to con- 
tact him directly with 
and complaints. If e-mail bad 
existed, he would have been 
addicted. He also urged them 
to take stock in the com- 
pany; top people bad to 
depend entirely on stock 


BOOK REVIEW RICHARD LAMBERT 

The first monopolist 




TITAN 

The Life of John 
D. Rockefeller, Sr 


By Ron Cbemow 

Random House 
S 30 , 774 pages 

appreciation and dividends 
since they received no sal- 
ary. As they all became rich, 
they converted Standard Oil 
into a crusade. 

He had a great way with 
bankers. He was always 
frank and he repaid loans 
punctually. Other outsiders 
had a much rougher time. 
Rockefeller made a fetish of 
secrecy flavoured with para- 
noia, and he treated his crit- 
ics as imbeciles - in his 
words “governed by their 
narrow jealousies and 
unwarranted prejudices". 

Mr Gates has much to 
learn from Rockefeller, and 
there are signs that he may 
be doing just that. Rocke- 
feller came late in life to 
understand the value of pub- 
lic relations: since the Jus- 
tice Department started to 
turn up the heat, Mr Gates 
has been developing a 
newer, softer image. 

He has taken up golf, 
which became Rockefeller’s 
passion. He has hired squads 
of lobbyists. But he is still 
not in the same league as 
Rockefeller when it comes to 
giving testimony in front of 
hostile Washington commit- 
tees. The old boy was a mas- 
ter of obfuscation, a virtuoso 
of evasive testimony. 


Mr Gates also has a long 
way to go as a philanthro- 
pist Rockefeller believed he 
had been favoured by God to 
make enormous wealth in 
order to support good 
causes. During his first year 
at work at the age of 16, this 
penniless clerk gave 6 per 
cent of his wages to charity. 

The case against Standard 
Oil was much stronger than 
any that seems likely to be 
brought against Microsoft. 
At the. peak of its influence 
in the 1890s, it not only mar- 
keted 84 per cent of all petro- 
leum products sold in Amer- 
ica (a market share 
comparable to Microsoft's in 
personal-computer software). 
It also pmnped a third of its 
crude oil (something for 
which there is no analogy 
for Microsoft). Unlike in 
computing today, there was 
effectively no competition in 
the whole of Standard Oil's 
industry, and there was tittle 
risk of some new technology 
emerging to undermine its 
position. 

It is true that by the time 
the antitrust cases were 
building up against it in the 
early 1900s, this position was 
being eroded. The Royal 
Dutch/Shell partnership was 
a new force in the world 
while at home popular 
antagonism kept the com- 
pany out of the great new 
finds In Texas. But by that 
time it had already enjoyed 
around 30 years of fetal dom- 
inance. and It was powerful 
enough when it was broken 
up to give birth to such 
giants of today as Exxon, 



Hie paraBete between RockafaBor (left) and Gates are striking 


Mobil and Chevron. 

Moreover there was much 
more evidence that it had 
abused Its position than is 
the case with Microsoft Its 
dealings with the railroads 
were one example. Standard 
Oil would use its market 
strength to get substantial 
and sometimes illegal 
rebates, along with claw- 
backs from barrels shipped a, 
by rivals and comprehensive 
information about all oil 
movements. Mr Chernow 
describes the most notorious 
of these schemes as an 
astonishing piece of knav- 
ery, grand-scale collusion 
such as American industry 
had never witnessed. 

Predatory pricing became 
a matter of routine. Products 
were sold at or below cost 
wherever competition 
appeared, and compensated 
for by price increases in less 
competitive locales. 

Unimaginably wealthy, 
widely hated, totally unre- 
pentant: Standard Oil was 
the ideal target for a popu- 
list president in the shape of 
Teddy. Roosevelt For a time ^ : 
Rockefeller became more or ‘ 
less a fugitive, hiding from 
writ servers and possible 
assassins. 

Microsoft is regarded as 
the evQ empire by its ene- 
mies in the software world, 
and Mr Gates himself is sub- 
jected to mucb personal 
abuse. But there is no mood 
across America as a whole to 
see him humbled. On the 
contrary, he is widely 
admired for bis achieve- 
ments. Microsoft is associ- 
ated with the success of the 
US economy, and Its critics . 
are accused of trying to m 
achieve in the courtroom 
what they have failed to pull 
off in the marketplace. 

Public opinion ployed a 
central role in the Standard 
Oil case. The same will be 
true with Microsoft. If it is to 
succeed, the Justice Depart- 
ment will need to use laser 
beams rather than nuclear 
bombs. It will have to show 
that the public fa threatened 
by the company’s monopoly 
in operating systems, and it 
win have to find remedies 
that allow the market to -j 
work better than it does 
today. 

In the meantime. Mir Cher- 
now - whose other books 
include The House of Mor- 
gan and The Warburgs - has 
confirmed his reputation as 
a great business historian. 
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A stranger in 
Euroland 


kiP 


The financial markets’ broad 
welcome last week to the birth of 
the euro has ones again con- 
. founded Britain’s Euro-pesslmists 
--and sharpened the dilemma 
fitted by the UK government. 

There is now a wide expecta- 
tion that economic and monetary 
union will create a strong an/t 
stabile currency to rival the dol- 
lar. Urn agreement by fire first 11 
countries to lock their exchange 
rates from 1999 prompted 
renewed speculation in the UK 
about what this would for 
those excluded from the club. ft 
\ could be that big swings in ster- 
ling would make belonging to 
Ema look more attractive to vot- 
ers, especially if Britain seemed 
to be losing influence as an off- 
shore island of Europe. 

Yet Tony Blair cannot rely on 
such a change of mood, even 
with the help of big business. If 
the prime minister seriously 
wants to take Britain into Emu 
early in the next parliament, he 
will need to give a much stronger 
political lead. He may want to to 
avoid committing himself fully 
until he is sure be can win a Yes 
vote in a referendum. But delay 
creates unnecessary risks in the 
markets. 

To be sure, political utterances 
alone are unlikely to move ster- 
ling in the desired direction. But 
the history of Emu shows that 
Strung political commitment can 
help market convergence, when 
combined with tough fiscal and 
monetary policies such as thiw 
now being pursued in the UK. 
The awkward fact that the UK 
economic cycle is out of phase 
with those of France and Ger- 
many cannot be talked away, of 
course. Nor can UK short-term 
interest rates fall very much 
until the danger of domestic 
inflation has receded. But a 
strong political lead would at 
least reduce any confusion in the 
markets which could cause ster- 
ling to overshoot its equilibrium 
level - in either direction. 


Sterling wil] be much the most 
important external currency for 
the Emu block, accounting for 20 
per cent of its t rad e compared 
with the dollar's is per cent 
the yen’s 7 per cent Stability 
between sterling and the euro 
will thus be almost as important 
to continental European coun- 
tries as it is to the UK Desire for 
stability also underlies the busi- 
ness world's strong desire for 
early entry (at the appropriate 
rate). It is now reinforced by a 
conviction, that the euro will pro- 
mote a low-inflation business 
environment and so confer signif- 
icant competitive advantages. 

Against this background, the 
statement on Emu by Gordon 
Brown, the chancellor, last Octo- 
ber looks increasingly feeble. As 
a matter of principle, he said, the 
UK should join, “if in the end a 
single currency is successful and 
the economic case is clear and 
mamhig n o fus" 

Strictly interpreted, that condi- 
tion could never be fulfilled. 
Even the strongest advocates of 
Emu accept that in some respects 
it represents a leap of faith But 
that lea p is now being made, and 
it is as irrevers i ble as any treaty 
can make it 

The choice for Britain has thus 
jumped into sharper focus: either 
it prepares credibly to take its 
place within the new grouping, 
or it will face a gradual loss of 
political influence in Europe and 
in the world, with perhaps signif- 
icant economic penalties in the 
medium term. 

Joining will not be easy, even 
with a strong political impetus, 
since at least two years of cur- 
rency stability against the euro 
will be needed. If Mr Blair starts 
a vigorous public campaig n this 
year, he could take advantage of 
the first signs of economic con- 
vergence and lead a shift hi popu- 
lar opinion. If lie hedges his bets 
for too long he may lose the 
game and condemn Britain to a 
protracted stay on the periphery. 



Trying to connect you 

Richard Waters looks at the business implications - both national and international 
the $66bn merger of two of America’s Baby Bell telephone companies 
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Bibi’s gauntlet 


Benjamin Netanyahu, the Israeli 
prime minis ter^ has Hung down a 
gauntlet for the CUnton adminte-. 
tration. He has refected a modest 
US proposal to rebuild the peace 
process with the Palestinians at a 
summit which was to have taken 
place in Washington yesterday. 

American diplomacy had - at 
Mr Netanyahu's request - beaten 
down Palestinians’ expectations 
on how much occupied, land they 
would get back before talks an a 
final settlement which Israel pro- 
fesses to want After last week's 
talks in London, Washington 
agreed the Israeli leader should 
have Bmp to consult his cabinet 

The US proposal, however, was 
not even put on the agenda of 
last Sunday’s cabinet meeting. 
After this Mr Netanyahu’s office 
Jet it be known the next likely 
gap in his diary is May 28, even 
though he is due in the US this 
week , for meetings with Ameri- 


can Jewish organisations. 

. As Israels first directly elected 
prime minister. Mr. Netanyahu 
has more power over extremists 
in his cabinet , than he acknowl- 
edge. The Hebron deal he signed 
16 months ago, committing Israel 
to three further “redeployments" 
by mid-1998, went through cabi- 
net by 11 votes to 7 and the Knes- 
set-by 87 to 17. The real problem 
is that, through the influence of 
the pro-Israel lobby, the - Israeli 
prime minister is backed by four- 
fifths of both houses of the US 
Congress - and is using this to 
chedkmate the White Bouse. 

There Is too much at stake for 
the administration to let him 
keep playing this game.- The US 
must now spell out, as it has 
threatened to do, that if is. the 
Netanyahu government which is 
sabotaging the chance of making 
peace and risking a return to con- 
flict in the Middle East. 1- 


Nuclear fall-out 


India’s nudear test yesterday is 
dangerous and foolish in equal 
proportion. It heightens security 
tensions with its neighbour 
P akistan and in the broader 
Asian region. And it is the latest 
in a series of developments that 
raise disturbing questions about 
th«j new coalition, government of 

Atel Behaii Vajpayee. ■- *■. 

Mr . Vajpayee’s Bharatiya Jan- 
ata party came to power promis- 
ing to make India an official 
nuclear power, though once in 
office it appeared to backtrack, an 
this .intention. Last week his 
d efence minister provoked a row 
. with' Beijing by stating that 
CMna, not' Pakistan, was the -real 
throat to India’s security. Now 

the. nuclear test marks an escala- 
tion that could get' out of ha nd . . 

India's defenders will doubtless 
argue that. India already had 
nudear capability. Nothing has. 
changed in practice except that it 
ta being open about it Pakistan' 
itself raised the' stakes . by its 
recent .testing of a long range 
missile. 


been widespr ead in defence cir- 
cles that India's main pre- 
occupation is China, with which 
it. -shares a border and against 
which it iought a war to the 
1960s. China’s growing, economic 
aha military strength must leave 
India uncomfortable, especially 
skice- Bering’s close alliance with 
Burma gives it. port fodhties on 
the Indian Ocean.. 

; But in recent years India*® re- 
tiring ortth riitna liafe Improved 
and the idea that Beijing could- 




have hostile Intent now looks 
absurd. On the contrary, the 
maid worry for the international 
community is that India ha® a 
new; inexperienced • and weak 
coalition government, anxious to 
assert' Itself and promote its 
nationalist, agenda. The govern- 
ments, real intentions have, been 
obscured by conflicting policy 
signals, and it seems prepared to 
act with reckless abandon. , r 

India's nuclear test must sow 
. move high up the agenda for the 
forthcoming Birmingham G7. 
summit. It is important that par- 
ticipants unite in- deploring 
India’s test to the strongest 
terms, it would be helpful if Rusr 
sia, which still exercises some 
influence oyerTndia and vrill be 

- repesented at Bir mingham , could* 
help make sure the message is 
received.' to the medium term, 
the US - which has - neglected 
south Asia for too long - heeds to 
make this region a. more impor- 
tant focus afftsforeign poHcy; ; 

None ofthis will make much 
difference unless Mr Vajpayee 
can keep his . unruly ministers 
under control He professed tom 1 
coif keen to. disown last week's 
. 'outburst foam his defenceTUinls- 
ter .against China, but he cannot 
disown a nudear test. * ■.* ' 

The- genie is now' out!of thie 
bottle, India' should repair- the 
damage by quickly signing the-j 
nuclear test-ban treaty, promis- 
tog to nmke xto fixrthertestsr and 
participating faBy to efforts ' to 
combat proliferation.. iTpailmg 

- that, It should he lefi in nb.dcmht 
of the world’s disapproval . . 




N ot another one. Nowa- 
days, mergers of 
$50bn or more seem 
to be two a penny. In 
this light, the planned $66bn 
(£39J3bn) union of SBC Communi- 
cations and Ameritech appears a 
logical, and hardly surprising, 
extension of the breakneck con- 
solidation that hag p ngnlfind same 
of America's biggest industries to 
the late 1990s. 

But it is also the sort of deal 
that many American regulators 
and politicians were fervently 
hoping would not happen. And, 
once they ponder the implica- 
tions of the merger of two of 
America’s so called Baby Bell 
telephone operators other tele- . 
communications companies • 
including Europe’s biggest carri- 
ers - may well feel the same way. 

The combination has been 
approaching with a certain inevi- 
tability. Since 1984, when the Jus- 
tice Department succeeded in 
breaking up the national Bell 
telephone system - the big US 
telecoms carriers have existed in 
uneasy harmony. T.fim planets in 
the solar system, AT&T and the 
Baby Bells have remained in 
their mbits, held apart by the 
■Federal courts. AT&T was left 
with a big, but fast-eroding, stake 
to the long-distance market, 
while seven Baby BeDs - since 
reduced by merger to flve - were 
each handed regional monopolies 
to the local business. , . 

• New competitors have cer- 
tainly emerged over the past 15 
years • most notably MCI Com- 
munications and WorldCom, 
which hope to complete their 
own $30bn merger later this year. 
But that has not been enough to 
disturb this celestial balance. 

The alignment now feces its 
severest, test. Unlike the more 
gradual deregulation in Amer- 
ica's hanking and electricity 
industries, the rules c£ engage- 
ment to the US telephone busi- 
ness changed overnight with the 
passage of the Telecommunica- 
tions Act two years ago. 

It took a decade of mergers in 
the b anking industry tO bring 
about the first union of twp 
so-called “super-regkmals" . the 
merger of NationsBank and 
BankAm erica, announced last 
month. That new giant would 


sHU only account for around 8 
per cent of all retail hanking des- 
poslts to the US. By contrast an 
enlarged SBC would control some 
35 per cent of all the country’s 

access l™*. flw final link that 

ties hnwipa and businesses into 
the wider telecoms networks. 

By merging with Ameritech, 
SBC would bring back together 
under one roof three of the origi- 
nal seven BeDs: SBC itself, which 
is based in Texas, Ameritech. to 
the Mid West and Pacific Telesis, 
which operates to California and 
which SBC is also buying. The 
acquisitive SBC has also snapped 
up an Independent telephone 
operator in Connecticut called 
SNET, giving it a position to Bell 
Atlantic's backyard. 

The consolidation to both 
hanking and telecoms has been 
driven mainly by domestic con- 
siderations. But both also pose a 
long-term challenge outside the 
US. Between them, SBC and 
Ameritech had a combined mar- 
ket capitalisation yesterday of 
more than $i20bn, around $25bn 
more than AT&T. With that sort 
of scale and a clean balance 
sheet, “they could buy pretty 
much anything they want over- 
seas," says Atma-Maria Kovacs, a 
telec o ms industry analyst at Jan- 
ney Montgomery Scott in Boston. 

The planned merger Is already 
generating political heat on Capi- 
tol Hill, where anything that 
smacks of a recreation of the old 
AT&T is anathema. However, 
despite what promises to be a 
long and turbulent period of 
political and regulatory scrutiny, 
the odds seem to be in favour of 
toe acquisition going through. 

Hie large share of the US local 
calling markets that SBC would 
control is not sufficient on its 
own to halt the deal, according to 
US anti-trust experts. The local 
areas in which the five Bells 
operate are distinct markets: 
combining two separate regional 
monopolies would not necessarily 
he a regulatory problem. 

For anti-trust officials, the test 
will be whether an acquisition of 
Ameritech reduces the prospec- 
tive competition in each compa- 
ny’s existing local markets, says 
Robert Crandall, a senior fellow 
at toe Brooking Institution. 
Based on how the courts have 


acted in similar cases before, he 
adds, that would he a difficult 
case to make: there will still be a 
fair number of large telecoms 
companies after the merger, each 
of which would be just as capable 
as Ameritech of mounting an 
attack on SBCs care markets. 

It was that consideration that 
persuaded the Justice Depart- 
ment and toe Federal Communi- 
cations Commissions to let 
through the most recent big local 
telecoms acquisition, the pur- 
chase of Nynex by Bell Atlantic 
last summer. Even though those 
two Bells were neighbours on the 
country’s Eastern seaboard - as 
SBC and Ameritech are in the 
mid-West - their independence 
was not considered essential to 
competition to their areas. 

One difference with yesterday’s 
plan - and potentially an impor- 
tant consideration for toe regula- 
tors • is the smaD degree of com- 
petition that has already broken 
out. Ameritech has already 
mounted an attack on SBC to St 
Louis, while SBC has moved on 
to Ameritech's home turf 
through its cellular business. The 
St Louis case, in particular, will 
give the FCC a “smoking gun" as 
it looks for evidence that the 
acquisition will reduce competi- 
tion, says Ms Kovacs. 


By merging with 
Ameritech, SBC 
would bring back 
together three of the 
original seven Bells 


This may provide the FCC and 
Justice Department with enough 
leverage to make SBC open its 
local exchanges to greater compe- 
tition. The two agencies forced 
concessions from BeD Atlantic 
and Nynex before their merger 
went ahead, for instance by 
Imposing tougher performance 
standards on them when it comes 
to renting their switches and 
other facilities to competitors. 

This may not be enough to 
level the playing field, though. 
They will have 80m phone lines 


into the homes and businesses of 
America," says Mark Bruneau, 
head of telecoms consulting at 
Renaissance Worldwide. “That's 
a very powerful position to be 
in." Even with the development 
of ways of circumventing the 
Bells’ local access lines, for 
instance through cable television 
lines or wireless services, that 
entrenched position will be leave 
them in an unassailable position 
over toe next decade, be adds. 

Proponents of greater competi- 
tion were also quick to note yes- 
terday that Edward Whitacre. 
chairman of SBC, has been toe 
most aggressive of toe BeD. chair- 
men in using toe courts to defend 
his home turt While Ameritech 
has traditionally taken a concilia- 
tory stance, hoping that its will- 
ingness to lower barriers to its 
local territory would eventually 
win it regulatory approval to 
move into long-distance calls, 
SBC has dug in its heels, says Mr 
Crandall. It was SBC, for 
instance , that challeng ed the con- 
stitutionality of the FCC’s 
attempts to implement toe Tele- 
com Act, a stance that has not 
won Mr Whitacre any friends to 
the Federal agency. 

There was a certain irony, 
then, to the SBC chairman’s 
efforts yesterday to paint himself 
as toe friend of competition. By 
combining their resources, the 
two companies would launch toe 
first all-out attack on toe local 
markets nationally with a push 
into SO large cities outside their 
home areas, Mr Whitacre said. 

The two companies did not pro- 
vide any numbers or timetables 
to back up this claim. However, if 
they are serious, it is likely to be 
costly: AT&T spent $4bn to a 
failed effort to break into local 
markets in the first year and a 
half after the Act was passed, 
before abandoning that plan. Its 
failure prompted it to try to com- 
bine mto SBC a year ago - a 
vertical integration of dominant 
local and long-distance carriers 
that the FCC deemed unaccept- 
able - and eventually to buy a 
smaller local carrier. Teleport. 

For their part, SBC and Ameri- 
tech claim that a national attack 
on toe SlOObn local calling mar- 
ket is easier to mount that this 
experience suggests. According 
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Car chib 
crisis . 

WIB Chrysler. the smallest of 
Detroit's “Big Three* carmakers 
and subject of foe world’s biggest 
industrial merger deal, be 

blackballed from ii» US motor 
.jndusbyfa most important chib? 

The company ste alongside • 
General Motors and Eord as foe . 

AmericanAutomobSe 
Manufacturers’ Association, A 
Washington-based industry lobby 
group. 

There. used to be something 
cased foe Motor Vehicle 
Manufacturers* Association, but In 
1992 foe Big Three ejected Honda 
and Volvo and. reformed 
themsetves^s the AAMA, , . 

. Miffed the other carmakers - 
principally Japanese transplants 
but now jncfciding BMW and 
Mercedes-Benz -.formed the 
America) International Automdbto 
Manufacturers’ Association, toping 
In gfl car mskere doing business in. 
the us. • . ' : . ■ 

ViRfoDairnlerC3Trysterto.be. 
Incorporated -in Germany, it should 
have-no' mqre : right to AAMA '-' 
membership than any other foreign 
braid. Chrysler and the AAMA .are 
keeping mum while a scramble 
'goes 'bn behind the scenes to find 
* .face-saving solution. 

. Not. only woidd kicking Chrysler 
out look' tad but It would also dent 
the AAMA’s fonnidable Anting!: it 
spenfc'S34m fo 1898, against $6_7m 
for foe 17 nwnibas of foe IAMA. 

. Jtwotid be gaging indeed for foe 


AAMA if its exclusive rules handed 
the industry lobbying Initiative to 
'foe rival organisation. 


Full stretch 


A fittfe slip of the hand can do a lot 
of damage to a pofitkad career. 

Just ask Antonio Kancfir, foe former 
Brazilian planning minister who's 
sfB a leading figure in the 
government's economic teem. 

The government’s efforts to 
drum up support for foe social 
security reform bffl have been 
Increasingly frantic, especlatiy 
since a carefufly-ptanned series of 
votes had to be abandoned a 
couple of wed® back when MPs 

decided not to risk turning up to 
vote, in case It made them late for 
an important date In front of the 
television to watch a footbaA 
match against Argentina. 

The latest attempt to push the 
package through hit the rocks 
when the first Important opposition 
amendment was carried by one 
vote. Government whips weren’t 
best pleased when It emerged that 
Kandlr had abstained. 

Not that he meant to - voting In 
Brazil's psrfament involves more 
than sticking you- hand in the air. 
MPs can vote at any one of the 
500 or so desks In the chamber 
they key H a code number on an 
electronic widget under foe desk, 
then reach further under the desk 
to press one of three buttons - 
yes, no or abstain. H is hard to see 
foe buttons, and Kandk reafised 
his mistake too late. 

- The last laugh could be with the 


government The amendment 
soight to remove the minimum 
retirement age from the bfll, but 
government lawyers say it was so 
badly drafted that it sets a higher 
age than the government had 
intended. KarxSr may not be 
looking too clever, but his sfip may 
net be so expensive after all 

Balancing act 

The G-15 group of developing 
countries, which began Its 
three-day annua! summit in Cairo 
yes te rday, looks a bit like an 
Amnesty International hit fist, 
though that didn't stop the draft 
final communique calling for a 
‘balanced approach in addressing 
all human rights”. 

Maybe Nigeria Is planning some 
sort of balance in the firing squad 
it picks to execute foe latest bunch 
of opponents of foe Abacha 
dictatorship, and perhaps 
Indonesia wifi be more balanced fa 
its illegal occupation of East Timor. 

Many other G-15 members have 
Uttie to boast of In the human 
rights field, such as Daniel Amp 
Moi. the victor In Kenya’s recent 
election, which turned Into a 
festival of government-sponsored 
thuggery. 

Then there Is Algeria, with its 
repressive response to Islamist 
violence; Brazil, with its death 
squads and attacks on rainforest 
intian communities, and Peru, 
Mexico, Senega! and Venezuela, 
where there are persistent reports 
of torture. 

Compared with some of its 


guests, Egypt with a mere 30.000 
Isfamist political prisoners, seems a 
haven of enlightenment, as does 
Malaysia, where democracy stfll 
has some way to go. 

Stfll, India, Argentina and 
Jamaica are also represented in 
Cairo: maybe that’s what the 
summit meow by “balance*. 

No apologies 

One word was missing - almost - 
from “Chaktsaw" AJ Dunlap's 
two-hour teleconference to 
Investors yesterday: “Sony". 

America’s renowned corporate 
tum-around expert, now foe chief 
executive of Sunbeam, had to 
explain to Investors how the 
manufacturing group - it makes 
barbecues, camping gas stoves, 
sleeping bags, coffee maters and 
bathroom scales among other 
things - lost $7.8m during foe first 
quarter while he was busily 
negotiating three acquisitions. 
Apparently it was due in targe part 
to “stupid" deals with retaflers 
done write his back was turned. 

Dunlap did use foe S-word once, 
but it wasn't exactly an apology. 
Asked whether he would give back 
his bonus and work for a dollar this 
year, he said he would do no such 
thing: "I’m sorry if you don’t like 
that, but it’s your problem, not our 
problem or foe shareholders' 
problem." 

Shareholders do have a problem, 
however, as foe stock has 
undergone Hs own turnaround - 
the price is half what it was at foe 
beginning of March. 


to Dick Notebaert, chairman of 
Ameritech, AT&T and other 
long-distance carriers have not 
driven harder Into local markets 
because success would have has- 
ten the day when the Bells were 
allowed into the long-distance 
business - one of the stipulations 
of the Act 

All of this wfil raise the pres- 
sure on AT&T • as well as other 
US and, eventually, foreign carri- 
ers. Besides its prospective 60m 
access lines. SBC has the luxury 
of inhabiting the most profitable 
part of the US telecoms land- 
scape. The profit margin on local 
calls is still double that on 
long-distance connections, and 
there are few signs yet of the 
ferocious price competition that 
has made AT&T’s market sudh 
an uncomfortable place. 

That powerful home base could 
eventually serve as a springboard 
on to the world stage. Both local 
carriers are already among the 
biggest investors in telephone 
companies outside their home 
market, with Ameritech concen- 
trating its firepower on Europe 
and SBC focusing on Latin Amer- 
ica. 

Both companies have largely 
followed a portfolio investment 
strategy up to now, assembling a 
network of stakes in other carri- 
ers around the world and often 
assuming a degree of manage- 
ment control over their invest- 
ments. That approach would 
change after a merger, says Mr 
Notebaert: the merged compa- 
nies’ international affiliates could 
begin to link their separate net- 
works, allowing them both to 
originate and terminate calls in 
their own markets - especially in 
Europe. 

That would mean overlaying a 
new international strategy over 
what has so far been an opportu- 
nistic series of foreign invest- 
ments. It would also expose gaps 
in the international footprint of 
the two companies, such as the 
UK. where neither has a pres- 
ence. says Ms Kovacs. 

However. Mr Whitacre would 
certainly have the flnnnrHa? mus- 
cle to pursue his global ambi- 
tions. If he succeeds in pulling off 
the acquisition of Ameritech. the 
age of the international supercar- 
rier would move a big step closer. 


m 


100 years ago 

New York City’s Heavy Debt 
The City of New York, it seems, 
has outrun the law. According to 
Comptroller Ooler, who has 
been investigating foe financial 
position, the constitutional debt 
limit has been exceeded by over 
550,000,000, or more than 
double the amount ft was 
thought to be at first This wUI 
be an unpleasant revelation to 
New Yorkere. The Comptroller 
holds, in accordance with the 
opinion of the Corporation 
counsel, that “all c o ntract s 
entered into by foe City, 
subsequent to foe date when 
the constitutional limit of 
indebtedness was exceeded, 
must be absolutely void." He 
has ordered that buildings and 
other public works must be 
abandoned m a state of 
incompletion. 

50 years ago 

Norway Airline Troubles 
Oslo, May 11. It is reported that 
foe Government will ta the near 
future invite Parliament to grant 
a State guarantee for 50 mUlon 
kroner for a bank loan to 
Norwegian Airlines. The 
economic position of the 
company is so serious that 
continued co-operation with 
Swedish and Danish airfinas, 
and maintenance of the present 
administration, are imposs&le 
without the loan. 
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THE LEX COLUMN_ 

Wedding bells 


Size does matter. If you ask Ed Whitacre. 
He is the man trying to turn SBC Commu- 
nications, which he heads, into the God- 
zilla of the telecommunications industry. 

If SBC Is allowed to gobble up Amerltech 
for $57bn in stock, Mr Whitacre will have 
reunited three of the seven Baby Bells 
and created a monster with revenues 
approaching - and a market value far 
surpassing - AT&T’s. 

But Mr Whitacre may be overreaching 
himself. For a start, SBC appears to be 
paying too much. Ameri tech's 9 per cent 
long-term growth rate is one of the slow- 
est of the Bells, while SBCs 12 per cent Is 
the fastest. And forecast synergies of 
$2J5bn by 2002 look modest given the size 
of the two companies. Yet SBC is paying a 
hefty control premium, equating to 9.6 
times earning before Interest, tax and 
depredation - compared with a sector 
average of just over 7. 

Mare seriously, SBCs bid may well be 
blocked. If the regulators wave it through, 
the two remaining smaller Bells. US West 
and BellSouth, will surely lose their inde- 
pendence too - hardly what Congress bad 
in mind 

SBC is dangiing a carrot by pro mising 
to offer local services in 30 US cities out- 
side its territory if the merger is allowed. 

■Hiat should fool nobody: joining two 
regional monopolies does nothing to 
increase competition. Nor, at a time when 
technology Is evolving so rapidly, does 
size guarantee success. Like any big liz- 
ard, SBC may end up very large but too 
slow. 

DuPont 

DuPont is a belated convert to the idea 
of focus. The thought that oil, chemicals 
and pharmaceuticals do not necessarily 
mix had struck everybody else within the 
industry as obvious for years. It is no 
wonder, then, that the chemical group's 
decision to float off its Conoco oil subsid- 
iary was greeted with a near -10 per cent 
leap in the shares yesterday. 

With revenues of $22bn and forecast net 
earnings of $lbn this year, Conoco should 
be worth around $15bn-$20bn on a typical 
energy sector multiple. The final valua- 
tion depends an how much debt DuPont 
loads it up with. And DuPont is tally 
floating a 20 per cent stake at first Either 
way, however, this will give it plenty of 


S8C (kannurec^ons/Ainerttecb 
Share prices relate to the SSP Composite 



firepower to expand farther in life sci- 
ences, where growth rates are higher and 
capital requirements lower. 

And, as a recent convert it is to he 
hoped that DuPont will be all the more 
zealous. As Imperial Chemical Industries, 
Monsanto and countless others have 
shown, basic chemicals and life sciences 
do not need to be kept together either. 
The Conoco demerger should be just a 
first step. 

Anglovaal 

Rugby and racial politics may still grab 
the TiftartUnas but they cannot disguise 
the Increasingly radical reshaping of cor- 
porate South Africa. Nothing better cap- 
tures than yesterday's announc ement 
from Anglovaal that the Hersov and 
Menell families will relinquish control. 
Moreover, as part of a wider restructur- 
ing, Anglovaal is turning its back on the 
mining house structure that formed the 
backbone of South Africa's industrial 
development. 

This is nothing less than a frontal 
assault on the two dominant features of 
the country's corporate structure: the 
huge concentration of control in the 
hands of a small group of families, and 
the dominance of conglomerate struc- 
tures. 

The catalyst for change was a disas- 
trous 75 per cent slump in the share price 
over the past two years, before the recent 
bounce. 

Ironically, the control structure itself 
was not the cause. Investors had happily 
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Europe today 

The Iberian peninsula win have 
showers and thunderstorms, some 
drifting across France towards the 
UK. ThwKJery showers may fallow 
hat sunshine across the Low 
Countries, Germany and the Alps. 
The central Mediterranean win be 
sunny. Farther east around Turkey 
and the Levant there wfll be heavy 
rain and thunder. Heavy showers 
and thundery outbreaks aver the 
Baltic states will spread 
southwards across eastern Europe 
later. Showers over Sca n dinavia 
wffl mostly die away. 

Five-day forecast 

The Iberian peninsula win have 
heavy showers and thunderstorms, 
clearing later as they spread east 
and north-east across the central 
Mediterranean towards Greece and 
the Balkans. Thundery showers will 
move across France and the Alps 
towards north-east Europe by the 
end of the week. Eastern areas wiB 
become dry. 
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Proud minister watches 
birth of the euro coin 


Robert Grafcm ta Fesaac 


tolerated its eccentricities when times 
were good. That tolerance quickly faded 
when profits slumped - the result of fall- 
ing commodity prices and savage competi- 
tion on the industrial side when tariff 
barriers came down. 

But the Zeitgeist was also a factor. Local 
politicians and international investors 
alike are hostile to control and industrial 
structures which belong to South Africa's 
past. So even if profits recovered, these 
companies would probably still attract 
discount ratings. 

Most of South Africa’s conglomerates 
have started to address the issue of struc- 
ture. But until yesterday's initiative, con- 
trol remained sacrosanct. Anglovaal 
deserves credit for being the first to grasp 
this nettle, albeit under duress. If the mar- 
ket si gnals its approval, it is a fair bet it 
wfll not be the last 

Courtaulds 

Akzo Nobel's bid for Courtaulds at 450p 
a share was finely pitched. It was not 
cheap, but it did have the benefit of snap- 
ping up a valuable coatings business with- i 
out the vulgar business of a bid battle. : 
Now that considerable plus could slip 
from Akzo's grasp if a rival bid does 
indeed materialise. 

Akzo will hope the approach signalled 
yesterday unravels. It may yet be lucky. A 
single bid from two companies, each keen 
to maximise its advantage, will not be 
Straightforward to structure. But PPG's 
incentive to keep Courtaulds out of Akzo's 
hands may be a powerful one. 

The implications for Akzo are grim. At 
450p a share, the deal was earnings 
enhancing in its first year. At 500p. it 
probably becomes mildly dilutive. Mean- 
while the return on the investment at the 
higher level would be a mere 5.6 per cent 
in the first year and 6.4 per cent in the 
second. That would be below Akzo's cost 
of capital and well below the UK cost of 
capital of 9 to 10 per cent 

At 450p a share, the deal's industrial 
logic spake for itself, and Akzo needed do 
little to convince the market that it would 
also make sense financially. If it does 
have to fight a bid. It will have to start 
quantifying the synergies it hopes to gain. 
This may be uncomfortable territory. 
Arguing its case on strategic merit alone 
will not be enough. 


Europe's new baby is perfectly 
round, weighs in at 7.5 grammes and 
is “beautiful", according to Domini- 
que Strauss-Kahn. the French 
finance minister. 

His rommwit typical of any proud 
father, was about the first euro coin, 
minted yesterday near. Bordeaux, 
after be inaugurated the worlds 
greatest venture in coinage. 

Between now and the end of 2001 
the 11 Eruopean Union countries tn 
the euro-zone will produce 70bn 
r-ntni ft eight denominations. Euro- 
pean economic and monetary union 
begins on January 1 1999, but the 
new coins and notes will not crane 
into circulation until 2002. 

The exercise brings with it a 
wealth of security problems. Wary 
officials yesterday checked on stray- 
ing visitors to ensure not a single 
coin left the building. 

“It's a huge security operation,’* 
sard Maurice Mano, one of the man- 
agers of this modem mint in south- 
west France. "The coins are not 
going into use until 2002 and we 
have to ensure against counterfeit- 


The Germ an-made presses will be 
operating fiat out on two shifts to 
produce France's quota of ?.5bn 
coins by the end of 2001. turning rati 
12m pieces a day. 

“By the end of the month the last 
of the francs will be minted, 
although there still may be some 
special orders from- the Bank of 
France," said Mr Mano. watching 
bright copper centimes pouring into 
a tray, which can hold over 3,000 
pieces, 

A workman checks a coin with a 
magnifying glass. “It's good and 
there wont be many more of these," 
he says nostalgically. The franc 
dates back to a 24-carat gold cote 
minted tax 1360, depleting a king oh 
horse-back, lance in hand and 
adorned with a fleur-de-lys. 

The new euro coinage will have a 
standard free but each nation will 
have its own design on the reverse. 
The French euro bears an image of a 
tree, symbolising "life, nature, unity, 
growth and freedom", according, to 
its 42-year-old designer Joaquim 
Jimenez. 

The French mint is some six 


months ahead of tiu* other ten coun- 
tries in the euro-xono bat even w 
will only strike sewn «T the eight 
denomination*. Belgium is likely to 
be the next to mint Ail have pledged 
their coinage will be struck and 
their notes printed before January 
2001 

Attention is now focusing on the 
complex problem of the withdrawal 
of oM coinage during., tiur first 
months of 2091 Mint experts esti- 
mate that some 140.000 ta&nes of 
coinage wilt have to be taken out of 
cfrcuJatiQn across the euro-rone. The 
coins will be recycled and the met- 
als. mostly copper, sold to cover 
almost half the cost of minting. - 

In the Flench case tin* authorities 
say they hope to raise FFrtQOm- 
Ffreocsn ($98m-$13lm} from this oper- 
ation. 

But much will depend on coordi- 
nating with metal traders. to ensure 
that flooding the market with the 
remains ofdefunct francs. D-Marks 
and guilder docs, not depress the 
price. 

Sorting Undo tore (kmc, fage? 
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Populist Estrada heads fo 
poll victory in Philippines 


By Justin Msuzzf in llanSa 

Former film star Joseph “Erap" 
Estrada, the populist Philippine 
vice-president with a self-confessed 
histor y of hard drinking *"*1 woman- 
ising, last night looked set to replace 
Fidel Ramos as the next president, 
according to early election returns 
and exit polls. 

Unofficial returns indicated Mr 
Estrada had established a command- 
fog lead over Jose de Venecia, the 
administration's candidate, who 
failed to match the vice-president's 
opinion poll rati ng *; throughout the 

r rnnhnstin mR threw-Tywynth ramtpaign. 

Early returns last night showed 
Mr Estrada leading, ahead of Raul 
Roco, a senator who has taken the 
middle ground between the 
vice-president and Mr de Venecia. 
“It’s all ovra- bar the counting,” Mr 
Estrada told reporter s earlier. 

Philippine elections are not com- 
puterised, however, and it may be 
two weeks before official results 
from all the islands within the 
far-flung archipelago are announced. 


In the last national elections for 
president in 1992. early ptitls pointed 
to the victory of Miriam Defensor- 
Santiago, but it was Mr Ramos who * 
was eventually proclaimed the win- 
ner. The National Movement on Free 
Elections (Namfrel), the citizens’ 
official poll watchdog, says it hopes 
to reveal 95 per cent of the results of 
its “quick count” within 10 days. 

At least part of Mr Ramos's call 
for "honest, orderly and peaceful 
elections” was heeded yesterday, 
with a marked decline in the level of 
election-related violence. According 
to police figures, the campaign 
gnriwi with fewer than 30 deaths, 
compared with 66 In 1992 and 83 dur- 
ing the 1995 senatorial elections. 

Investors, the political opposition. 
and the influential Roman Catholic 
church were worried about wide- 
spread cheating during the polL But 
political commentators said early 
indications of Mr Estrada's strength 
would make such fraud more diffi- 
cult. 

In the ran-up to polling day, Mr 
Estrada enjoyed a lead of 19 per cen- 


tage points over bis nearest rival. 
Many, including Car dinal Jaime Sin. 
the country's most famous prelate, 
believe Mr de Venecia cannot win 
unless the administration resorts to 
.romprehensbw voto-riggtag. 

'Analysts said a victory for Mr 
Estrada, whose talk of income distri- 
bution has unsettled the business 
community, was unlikely to have a 
negative impact cm the stock market 
in the short term. Gabriel Siogson. 
the respected central bank governor, 
is expected to see out his term, 
which ends in the middle of next 
year. Mr Estrada has also announced ^ 
several cabinet positions to reassure ® 
investors about continuity. * For 
example, he has said Edgardo Esper- 
itu, head or a local bank, wilt be the 

next flnnnrp ministe r. 

"The market has already priced in 
an Estrada presidency." said Mat- 
thew Sutherland, head of research at 
Paribas Asia Equity in M anila. “Hie 
most important thing for investors is 
a smooth transition of power 
between now and June when the 
new president takes office." 
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Bronfman faces PolyGram test 

, Edgar Bronfman, chief 



executive of Canadian 
b0W «»9« and entertain- 
ment group Seagram, is 
hoping to take control of 
PolyGram. itrstha 
world's biggest record 
company which has U2. 
Bton John and Sheryl 
Crow among its acts, 
and its fHm business 
was behind cult tuts 
such as Trainspotting, 
starting Ewan McGregor (left). But If Mr Bronfman 
fate, that win make It hard for him to defuse the 
.criticism of his record at Seagram. Page 24 

D-Mark fails against dollar 

The D-Mark dropped against the dollar as inves- 
tor decided they had ov»estirnated the chance of 
an early German Interest rate rise and took profits 
on the D-Mark's advance of last week. Page 31 

Investors push Paris to peak 

French Investors, catching up with events after 
their long weekend, pushed Paris to a record Wgh. 
Helped by strong gains for France Telecom, 

Alcatel Alsthom and the motor stocks, the CAC 40 
index broke firmly above 4.000 to dose 110.8 bet- 
ter at 4,017.24. Page 42 


El Valle gold mine plans expansion 

Today King Juan Carlos of Spain will open the Q 
Valle gold mine in the Cantabrian mountains. B 
Valle, owned by Rio Narcea Mines, will produce 
100,000 troy ounces of gold a year, makng it 
western Europe's biggest gold producer. Output te 
to be expanded to 150,000 ounces. Page 32 

Slovakia in landmark eurobond issue 

The Slovak gover nm ent is expected today to 
approve a landmark eurobond issue for up to ST bn 
to cover its 1998 foreign borrowing needs. Slo- 
vakia is expected to have to pay a heavy premium 
to attract Investors to the issue. Page 30 


Thai securities in foreign hands 

In a turnaround from two years ago, foreign bro- 
kerages have become the dominant foras in Thai- 
land’s securities industry, as overseas groups pick 
up stakes in cash-strapped domestic companies 
and domestic retaB investors switch to oompanles 
with strong balance sheets. Page 22 


Sub-Sahara raises its profile 

Africa's political and economic problems and the 
smafl size and low liquidity of the markets have 
kept the larger investors away. But recent visits by 
President Bill Clinton and Jamas Harmon, US 
Export-Import Bank chairman, have raised the pro- 
file of sub-Saharan Africa. Page 42 


PPG prepares a bidding war for Courtaulds 


By Andrew BtgwSffe-Jofansoa 


PPG International, the DS 
paints and glass gro u p, has 
joined forces with Donaldson. 
Lufkin & Jenrette. the US 
investment bank, to counter 
Akzo Nobel's £L83bn ($3.05bn) 
agreed bid for Courtaulds. the 
UK coatings, Slues and chemi- 
cals maker. 

Courtaulds announced yes- 
terday it had “very recently 
received ' a preliminary 
approach from another party 
that may be interested in mak- 
ing an offer at a level above 
that proposed by Akzo Nobel". 
The Dutch group made its 


US paints and glass group tries to overhaul Akzo Nobel’s $3bn bid 


offer last months Although nei- 
the- company would comment 
on the identity of the possible 
rival Udder, it is understood 
that PPG and the venture capi- 
tal arm of DLJ approached 
Courtaulds about a week ago. 

It outlined plans far a joint 
cash bid at a price sufficiently 
above 450p for Courtaulds to 
take the proposal seriously. 

PPG is being advised by 
Goldman «r>ri DLJ by 

its own corporate finance divi- 
sion. Wassersteto Perella, the 
US corporate finance house, is 


coordinating the two compa- 
nies’ joint approach. 

PPG, the world's largest 
manufacturer of industrial and 
automotive paints, is inter- 
ested only in Courtaulds' coat 
ings and sealants division, 
which made £85m operating 
pro fi t from £983m of sales in 
the year to March 1997. 

DLJ, which h 3 * made a num- 
ber of acquisitions in the 
rhominaig sector, is planning a 
leveraged buyout of the fibres 
and ghemlnalc division, which 
includes the Tencel man-made 


fibre, flame retardants and 
pharmaceutical intermediary 
chemicals. In the year to 
March 1997, it made £85m 
profit from £874m turnover. 

Courtaulds has already 
begun an auction for its poly- 
mer products business, which 
is expected to be sold for 
£250m-£300m by July. Polymer 
products had sales of £228m 
and profits of f-iftni. 

The consortium is still 
weeks away from being able to 
make a formal offer. 

The Courtaulds board, led by 


Sr David Lees, chairman, and 
Gordon Campbell, chief execu- 
tive, said yesterday; “in the 
absence of such an offer, and 
given the value and certainty 
of Akzo Nobel’s offer, the 
directors of Courtaulds are [...] 
unanimously reconunending 
the offer from Akzo Nobel." 

It is thought that the poten- 
tial complexity of a consor- 
tium bid. as opposed to an 
offer from a single party, was 
one reason for caution. 

PPG’s coatings business 
would have little overlap with 


C-ourtaulds coatings division, 
which has niche positions in 
marine, yacht, aerospace and 
protective paints. PFG's coat- 
ings division made $568m 
profit from S3.06bn sales last 
year. 

Akzo has already raised the 
possibility of demerging its 
own fibres business with that 
of Courtaulds. Analysts specu- 
lated that DLJ could approach 
Akzo Nobel to buy the com- 
bined fibres business instead, 
although such a package 
would exclude Courtaulds' 
chemicals interests. 
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Former CSFB chairman 
joins Barclays Capital 


By Shorn Dairies 
Capital Markets Editor 


HacsrJoerg Rutfioff. one of the 
architects of the euro- 
markets and a former chair - 
man of the investment bank 
Credit Suisse First Boston, has 
been appointed de facto chair- 
man of Barclays 

the move is aimed at build- 
ing credibility for the debt cap- 
ital markets business created 
after Barclays sold Its BZW 
equities operations last year. 

Barclays Capital is stOl an 
also-ran in most markets 
where it aims to become a sig- 
nificant competitor. 

Martin Taylor, chief execu- 
tive of Barclays, said: "Hans- 
Joerg Rodl off is someone who 


has helped shape today's 
global markets and who has a 
unique network of relation- 
ships around the world. His 
decision to join Barclays Capi- 
tal underscores the progress 
the investment hank hag made 
since we refocused the bnsi- 


Soxne investment bankers 
suggested that Mr Rudloff was 
yesterday’s man , having left 
CSFB in 1993 and withdrawn 
from the business he subse- 
quently buQt up, MC Securi- 
ties, after the recent takeover 
of its largest shareholder, 
Banque Bruxelles Lambert 
However, one US competitor 
commented: said: *T think that 
he will be a terrific rainmaker 
for them. It’s a real coup.” 


Mr Rudloff will be chairman 
of the executive co mmit tee of 
Barclays Capital, a full time 
rote that will focus on building 
client relationships, although 
he will remain vice- chairman 
of pharmaceaticals group 
Novaris. Bob Diamond contin- 
ues as chief executive. 

Mr Rudloff said it was Bar- 
clays’ derision to focus on its 
debt business that had inter- 
ested him in the job. The bulk 
of the equity business was sold 
to his former employer, CSFB. 

■“Trying to be everything to 
everyone is a management 
task that I think is virtually 
impossible to fulfil,” he said. 
“Just look at where the Euro- 
pean banks are today in their 
attempts not just to be global. 


but to be global in everything. 
I have a feeling that they are 
not going to get very for." 

Mr Rudloff worked for sev- 
eral years with Mr Diamond at 
CSFB, which also influenced 
his derision to take the job. 

Mr Diamond claims Barclays 
will take a place In the pre- 
mier league of investment 
banks in the fast growing 
European capital markets. 

Barclays already tops the 
league tables In sterling bonds 
and European syndicated 
loans. 

But according to IFR Securi- 
ties data it is in eighth place 
for eurobond issues so fer this 
year, and it does not make the 
top 10 after global bond issues 
are included. 



Happy to be here: Hans-Joerg Rudloff, si architect of the euromarkets, 
who is joining Barclays Capital as chairman of the executive committee. 


KNP sells 


Kenya at for record tea harvest . 

Kenya Is on target for a record tee harvest ihia 
year on toe basis afthe crop frornthe first three 
months which shows a rise of more than 96 per 
cent above the same period §i 1 997. Page 32 
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KNP BT, the Dutch packaging 
and distribution group, yester- 
day agreed a FI 3.4m (&L7bn) 
sale of its packaging division 
to CVC and Ctavra, two UK 
venture capital companies, in 
the biggest venture capital 
deal in Europe this year. 

CVC and Cinven beat off 
David S- Smith, the UK pack- 
aging company, in a fierce auc- 
tion. Other bidders included 
Metsa-Seria, the Finnish pulp 
and paper group, and financial 
buyers Investcorp and (han- 
dover. 

Haas de Kirns. KNFs acting 
chairman, said the newly 
renamed Kappa Packaging 
unit, the third largest producer 
of fibreboard based packaging 
in Europe, Had commanded a 
price “not seen before in the 
industry’’. An analyst at Gold- 
man Sachs said it was “a very 
steep price.” 

Despite. historical volatility 
ip paper and packaging, bid- 
ders were prepared to put 
together highly leveraged 
deals, with debt funding for up 
to 80 per cent of the acquisi- 
tion cost. 

• The CVC/Cinven financing 
package, arranged by Barclays 
Capital, wfll include the big- 
gest ever high yield or junk 
band - issue in a European 
cunency. The amount was not 
disclosed but is understood to 
exceed the £300m raised this 
year by NTL, the UK cable 
company. There will also be a 
syndicated loan. 

Kappa had sales last year of 
Fl2£bn and operating profits 
of El 252m. It will continue .to 
be headed by Frits Benr s k en s, 
the president. 

John Brown, deputy manag- 
ing director of Cinven, said: 
“One of the reasons we have 
done this jointly with. CVC is 
that it gives us significant, 
(financial) firepower." Kappa 
was likely to be listed hr three 
to five yearn 

The deal is the $nal main 
element in an operation' by 
KNP to unwind A 1993 merger. 

KNP is to pass the FI LUm 
net proceeds of the Kappa sale 
.to .shareholders through a 
restructuring of its; capital. Its 
shares jumped B per. cart. on 
the news. 

KNP shareholders . will 
receive FliUG per share, rep- 
resenting 20 per - coni' of the 
closing price .in Amsterdam 
last Friday of FI 56. Yesterday 
they . ended at3360.50.The 
shares will then be consoli- 
dated to generate four new 
units for every flve existing 
shares, ' - 


CHEMICALS COMPANY WILL SPEND PROCEEDS OF SALE ON EXPANDING ITS LIFE SCIENCE OPERATIONS 


DuPont to dispose of Conoco oil group 


By Christopher Pates 
taLos Angeles 


DuPont, the diversified 
chemicals group, is to dispose 
of its Conoco ofi and gas busi- 
ness and spend the proceeds 
on expanding life science 
operations, where it sees 
opportunities for faster 
growth. 

The disposal wifi start with 
an initial public offering this 
year of 20 per cent of the 
world’s ninth largest aO pro- 
ducer. It will be one of the 
biggest such deals on record. 

The remainder would be dis- 
posed of either through farther 
stock offerings or spin-offs to 
Conoco shareholders as soon 


as practical, the company said. 

Wall Street welcomed the 
divestment, which will cut 
DuPont in half in terms of rev- 
enue. The group’s stock had 
advanced almost 8 per cent by 
early afternoon in a rising 
market 

“DuPont will have access to 
cash from the IPO and at the 
same time win benefit from 
Conoco's ongoing financial 
contribution as we consider 
the options for divesture.'' said 
Charles Holliday, group presi- 
debt and chief executive. 

An independent Conoco 
would have more freedom to 
invest or farm alliances to take 
advantage of international 
opportunities offered by priva- 


tisation and deregulation. 

Radical ch an ge was fore- 
shadowed by the appointment 
of Mr Holliday in February, 
and an organisational re- 
shuffle designed to sharpen 
the group’s focus on agricul- 
tural biotechnology and phar- 
maceuticals. 

Although, the company said 
yesterday it was not interested 
in “large, dilutive” pharmaceu- 
ticals acquisitions, efforts to 
reduce its dependence on the 
cyclical energy industry 
emerged last year when it 
sprat about $3bn on life sci- 
ences acquisitions. 

The process advanced last 
mouth with the purchase for 
an undisclosed sum of Hybri- 


nova, the hybrid wheat 
subsidiary of France's Lafarge. 

It has also recently bought 
Britain's Cereals Innovations 
Centre and Protein Technolo- 
gies, a leading supplier of 
soybean-based proteins. 

Analysts said the Conoco 
sale was a belated response to 
pressure from investors, while 
DuPont's strategy appeared to 
be driven by Monsanto, a com- 
petitor that has largely with- 
drawn from cyclical chemicals. 

Monsanto yesterday 
announced two further life sci- 
ences deals: the $3.7bn acquisi- 
tion of the 60 per cent it did 
not already own in seed 
breeder DeKalb. and a stock 
swap to acquire cotton seed 


specialist Delta Pine & Land. 

Mr Holliday said it was 
“imperative that we rapidly 
accelerate our investment to 
capture market opportunity". 

Biotechnology and drugs 
account for less than 20 per 
cent of DuPont's net operating 
income. The group said last 
year it aimed to increase the 
share to 30 per cent by 2002. 

Despite investor pressure for 
divestments of chemicals and 
commodity fibres interests, the 
group last year bought white 
pigment and polyester 
operations from Imperial 
Chemical Industries of the UK 
for $3bn- 
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Anglovaal plans 
to restructure 


MenelJ and Hersov families to give up control as 
conglomerate aims to woo international investors 


By Victor Matiat to Jobsnaasbwg 


Anglovaal, the South African 
Triming and' industrial con- 
glomerate, yesterday 
announced a long-awaited 
restructuring that will end 65 
years of control by the Menell 
and Hersov fimiffipR 
The group will spin off 
Anglovaal Holdings to share- 
holders. dose Anglovaal Ltd's 
head office in northern Johan- 
nesburg -with the loss of 130 
jobs and rationalise its capital 
structure -to create a single 
class of listed shares. It will 
also separate its. mining and 
industrial assets and phase out 
family control within three 


Anglovaal is the latest of 
several big South African 
groups to bow to pressure 
from investors, fry unwinding 
complicated shareholding 
mwTmnifmc It follows sflwtPar 
moves by Anglo American and 
Genoa- to gimpiHy their struc- 
tures, partly to make them 
more attractive to interna- 
tional investors. 

.- Anglovaal has been hit by 
weak prices for its main miner- 
als, including gold, and by 
increased competition as 
South Africa liberalises its 
economy after apartheid. Con- 
gfomerates - especially modest- 
sized ones such, as Angtovaal - 
have meanwhile felten. out of 
favour with institutional inves- 
tors around the worfaL 
“It’s a very complex struc- 
ture which analysts have 
found very difficult to under- 
stand,” Basil Hersov, Anglo- 
yaal chairman and manag in g 

director, said yesterday. His 
father was a co-founder of the 
group in 1933. “Far the first 


time to our history both the 
industrial and the mining 
assets hit a down, whereas in 
the past one more or less cycli- 
cally balanced the other.'' 

Yesterday’s announcement 
is the product of a strategic 
review assisted by Morgan 
Stanley. The statement added: 
“The corporate governance 
standards now demanded by 
the investment and political 
communities will require 
change to the composition ol 
the group companies’ boards." 

But the Hersov and Menell 
families say they have decided 
to retain control temporarily 
to push through reforms 
begun at the group's operating 
subsidiaries and so maximise 
shareholder value. 

The grotq> structure should 
be simplified by the end of fols 
year and the families will 
relinquish control by June 30 
2001, by which time the voting 
in te rest s of shareholders wfll 
match their financial interests 

in the group. 

Anglovaal Holdings and 
Anglovaal Ltd. which have 
five different listed securities 
with different voting powers, 
will first be consolidated into & 
singte holding company called 
AVL with one class of shares. 
AVL will be split into two 
holding companies, one for 
Anglovaal Industries and one 
for Anglovaal Minerals. It is 
these holding companies that 
will .be temporarily controlled 
by the 

Anglovaal Holdings shares 
rose Rl, or 17 per cent, to R7 
yesterday in Johannesburg, 
while Anglovaal shares rose 
RL40 or 2 per cent to R68. 
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COMPANIES & FINANCE: ASIA-PACIFIC 


Daimler set to move into heart of Japanese industry 


NEWS DIGEST 


JAPAN 


Nissan deal will help its aim of lifting Asian 
market share, writes Paul Abrahams 



F or a Japanese company 
to sell control of a busi- 
ness to foreigners is an 
unusual and significant step. 
For the group to sell an oper- 
ation to foreigners with its 
own name attached is proba- 
bly unprecedented. 

Nissan Is taking such a 
momentous step. The Japa- 
nese automotive concern is 
considering the disposal of 
as much as 33 per cent in 
Nissan Diesel, its quoted 
truck subsidiary. If the deal 
is concluded, tt would allow 
a foreign manufacturer deep 
Into the heart of the Japa- 
nese industrial system. 

The entire Japanese auto- 
motive sector is dealing with 
a sharp downturn in 
demand. In April, Industry- 
wide car sales dropped 7.4 
per cent year on year, a 
shock to the sector, which 
had been expecting a 
rebound of about 8 per cent, 
explains Noriaki Hirakata, 
automotive analyst at Mor- 
gan Stanley. 

But Nissan’s problems are 
worse than most. The com- 
pany has a lacklustre prod- 
uct line-up and little expo- 
sure to the relatively 
buoyant recreational vehicle 
market. 

With problems at home, 
the company, unlike its 


rivals Toyota and Honda, 
has been unable to take 
advantage of the weakness 
of the yen and buoyant US 
demand. Without recre- 
ational vehicles, the US sub- 
sidiaries’ marketing strategy 
has depended heavily on dis- 
counts. When these ended, 
sales suffered and the group 
was left with large quanti- 
ties of leased vehicles with 
secondhand values far below 
expectations. 

With profitability in Japan 
low and probably non-exis- 
tent in the US. the group’s 
cash flow is weak. Return on 
equity has been pitiful - 
negative between 1992 and 
1995, and just 5.7 per cent 
and 5.4 per cent in the fol- 
lowing two years, according 
to Morgan Stanley Dean Wit- 
ter. Investments in plant in 
the US and UK has left the 
group with big debts: its con- 
solidated debt-to-equity ratio 
is about 250 per cent 

Nissan's plight would be 
less desperate if it could call 
on a strong ketntsu business 
grouping for help. But Nis- 
san belongs to the Fuyo 
group, which has its own 
huge problems. This is the 
keiretsu consisting of trou- 
bled h ank s such as Fuji 
Bank and Yasuda Trust that 
was willing to allow Yam- 



Two trading groups under 
review for debt downgrade 


— rat at- . - . 





New departure: sate of control by Mssanol Us (Basel truck division to a foreign company would he unprecedented in corpora* Japan AP 


Two Japanese trading companies. Mssbo Iwa and Marutoont, 
were yesterday put under review for possible downgrading by 
Moody's, the credit-rating agency. 

Mutsuo Suzuki, senior analyst at Moody’s in Tokyo, said 
the companies’ weak economic capital and debt structure, as 
weU as problems in the domestic and Asian economies, an 
caused concern about the companies' outlook. 

Marubeni’s senior debt is currently rated A3, and Nissho 
I wars Baa2. If Nissho Iwai were downgraded to Boa3, that 
would put it on the borderline of what is usually considered 
Investment grade. Nissho Swai'3 Pnme-2 rating for short-term 
debt is also under review. 

Moody's put two other trading companies. Konemutsu and 
Itochu, on the list for possibta downgrading five months ago. 
but so far has neither downgraded nor confirmed their ratings. 
Bethan Hutton, Tokyo 


aichi. Japan’s fourth largest 
securities company, to fail 
last November. 

Nissan Diesel has been a 
headache for its parent. 
Japan’s fourth-largest truck- 
maker faces fa c in g sales at 
home and overseas and weak 
profitability. Nissan Diesel is 
predicted to have made net 
profits of just Y400m ($3m) 
last year on sales of Y319bn. 
In the current year it expects 
net losses of Y2bn. 

The question remains 
wbat Daimler-Benz might be 
buying and why. The com- 
pany, which claims to be the 
world's biggest truckmaker. 
said yesterday its medium- 
term ambition was to 


increase its Asian market 
share from 8 per cent to 25 
per cent Acquiring Japan’s 
fourth largest truckmaker 
would be a big move in that 
direction. 


D aimler-Benz has been 
grappling to find the 
right strategy in Japan 
for a decade. In the early 
1990s it set up a venture 
with the Mitsubishi business 
grouping to market its 
trucks, but found that using 
a competitor to market its 
products was not a compel- 
ling sales strategy. Owning a 
controlling stake in Nissan 
Diesel could be much more 
efficient 


How much the German 
giant would have to pay 
remains a conundrum. On 
Friday, before rumours of 
the deal began circulating, 
the shares were trading at 
Y160. valuing the whole 
group at just Y37.7hn 
(S290m). and a 33 per cent 
stake at just Yll.-ibn. Yester- 
day. the shares were 
untraded because there were 
no sellers. 

In most acquisitions a con- 
trolling premium is paid, but 
when valuing Japanese com- 
panies there Is always a 
problem of transparency. 
Valuing Nissan Diesel 
involves huge balance sheet 
issues, not least the size of 


debts. Apparently, many of 
its dealership subsidiaries 
also have big liabilities that 
may not be on Nissan Die- 
sel’s balance sheet 
It is far from clear that the 
deal win go ahead. Both par- 
ties stressed yesterday that 
an acquisition was only one 
of three options being con- 
sidered. If completed, the 
deal could provide Daimler- 
Benz with a meaningful mar- 
ket share in Asia and kick 
off a restructuring of Japan's 
automotive industry. It 
might also herald a wave of 
foreign acquisitions to trans- 
form corporate Japan. 


MITSUBISHI MATERIALS 


Share buy-back planned 


Mitsubishi Materials, the Japanese maker of metals and 
ceramics, plans to change its corporate code so it can buy 
back its own shares to cancel them. H the change Is 
approved at the shareholders’ meeting, Mitsubishi Materials 
wili be able to buy back up to 213m of its shares. Up to 
113m of the shares will be repurchased with funds from prof- 
its. and up to 100m shares, worth Y30bn ($226m), will be 
bought back with funds from reserves. The company has 
1.1 3bn shares outstanding. AP-DJ, Tokyo 


CARMAKING 


Lex, Pegs 20 


Ssangyong to lift output 


Australian link-up for Fidelity 


RobfosoB In Sydney 


Fidelity Investments, of the 
US, yesterday became the 
latest international fund 
management group to enter 
the growing Australian mar- 
ket, through a tie-up with 
Perpetual Funds Manage- 
ment, one of Australia's 
leading trustee companies. 

The two groups have 
agreed a strategic product 
alliance which they said 
would provide “geographic 
diversity" and give Austra- 
lian retail investors access to 
co-branded international 
investment products. 

The deal comes on the 
heels of last week's 
announcement .of. a more 
comprehensive 7 tie-np 


between Vanguard Group. 
Fidelity's arch-rival, and 
Lend Lease Corporation, a 
leading Australian financial 
services group. 

Both moves reflect intensi- 
fying competition among for- 
eign and domestic fond man- 
agement groups for a share 
in the growing pool of Aus- 
tralian superannuation 
funds, under a government 
plan that will require 
employers to offer employees 
a choice of fund managers 
for compulsory superannua- 
tion contributions. 

The latest tie-up does not 
entail extra investments by 
either group, but it allows 
Fidelity to penetrate the 
.Australian retail .market, 
while Perpetual will offer 


investment in the Fidelity 
Perpetual International 
Fund. This comprises Invest- 
ments from across the US. 
Europe, south-east Asia and 
Japan. 

Brett Goodin, Fidelity 
Investments Asia-Pacific 
manag in g director, said the 
deal formalised ties between 
the two. Perpetual acquired 
Fidelity’s A$150m (USJ95.6m) 
Australian retail business in 
1993. 

Fidelity previously lacked 
the resources to cover the 
Australian retail market but 
changes in regulations bad 
driven tbe push for more 
exposure on the retail side. 

"We realised retail would 
.be tbe strongest growth sec- 
tor in the Australian 7 


market,” Mr Goodin said. 

Rodney Green, head of 
Perpetual Funds Manage- 
ment. said the alliance 
would boost Perpetual's 
share of the managed fund 
market from 4 per cent to 
about 15 per cent Perpetual 
would rebadge its five inter- 
national funds and promote 
them as co-branded interna- 
tional investment products. 

"We have come to consider 
tbe Australian retail market 
as the fastest growing por- 
tion of the [Australian] mar- 
ket” Mr Goodin said. "A lot 
of products are going to be 
sold through the retail sec- 
tor... and if we were miss- 
ing out on that we would be 
missing out on a. pretty 
Exciting part of the market”' 


Japan oil group 
may close plant 


Ssangyong Motor, the South Korean carmaker, plans to raise 
annual output from 70.000 to 200,000 units by 2000. The 
group said 120,000 cars would be sold overseas. 

The company said tt planned to improve production effi- 
ciency and quality as well as lower costs. It said it would 
improve price competitiveness by adopting a simplified distri- 
bution system. As a result. Ssangyong hoped to return to 
profit within two years. AP-DJ, Seoul 


By Alexandra Harney in Tokyo 


These Securities hove not been registered under the Securities Act of 1933 and may not be offered or sold in the United Slates 
absent registration or an applicable exemption from registration under the Securities Act of 1933. including Rule 144A 
thereunder. These Securities have been previously sold. This announcement appears as a matter of record only. 
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Showa Shell Sekiyu, the 
Japanese oil group, yester- 
day admitted it was consid- 
ering closing one of Its 
refineries. 

Tbe admission by the com- 
pany, a joint venture 
between Showa Oil of Japan 
and Shell, the Anglo-Duich 
group, reflects the poor prof- 
itability of the Japanese oil 
sector, which has been 
affected by falling oil prices 
and last month's deregula- 
tory reforms. 

_ QjFeq mp a nie s are scram- 
hlin&^to' cu? costs and boost 
efficiency. iSro of Japan’s 
largest^ oil distributors. Nip- 
pon Sekiyu and Japan 
Energy,’ have already 
announced plans to close 
refineries in northern Japan. 

Showa Shell intends to cut 
about 20 per cent of staff 
from 1995 levels and to lower 
transport casts by 2000. “We 


are cutting expenditures in 
every area.” It said. 

The company's shares 
closed up Y3 at Y666 in 
Tokyo yesterday. 

Two rounds of reforms 
since 1996 have opened the 
oil market to new importers 
and self-service stations. As 
companies readjust to cope 
with new competition, refi- 
nery closures, mergers and 
facility sharing among com- 
panies should increase, ana- 
lysts predict 

“It is a natural conse- 
quence that they would cut 
capacity,” said Mizune Hoso- 
kawa, dQ analyst at SBC 
Warburg in Tokyo. 

Last month's reforms were 
likely to stiffen price compe- 
tition as self-service stations 
offer cheaper, fuel, said Ms 
Hosokawa. In Japan, where 
job losses are still rare. ( 
groups were likely to close . 
inefficient plants before fir- < 
ing workers. i 


HOTELS 


HK group considers US project 


Hongkong aid Shanghai Hotels said it was considering a 
hotel project In a US city and looking at opportunities in 
south-east Asa following the regional turmoil 
Michael Kadoorie. chairman, did not give details of the US 
project, saying there was no guarantee it would go ahead. 
"There are a number of projects we are reviewing,” he said, 
including "one in the US. but it is very early in the dialogue." 

Douglas Webster, director, said the company had reached 
agreement with the Sydney city council in Australia over the 
design of the company's apartment project which has raised 
objections. The project wfll be complete by the end of 1999. 

He added that it was impossible to say if 1 Lather provisions 
for write-downs in the value of the company's regional invest- 
ments would have to be made in 1998. "I would be surprised 
if we would have to do anything tike last year, but we will 
have to wait and see," he said. For 1997, Hongkong and 
Shanghai Hotels reported a provision of HKS228m (USS29m) 
against the Sydney project. HKS189m against projects in 
Bangkok, HK$55m against Beijing, HKS44m against Jakarta, 
HK$25m against Hanoi and HKS24m against Hong Kong. 

First-quarter occupancy for the Peninsula Hotel in Hong 
Kong was 47 per cent, while the Kowloon achieved 79 per 
cent. AFX-Asia, Hong Kong 
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Haseko to cut staff by 10% 


By GStian Tett 
in Tokyo 


NTT DATA CORPORATION 


(Enu 77 77 Deta Tsuushin KabushOd Kaisha) 
(Incorporated with limited liability in japan) 


11,000 Shares of Common Stock 


Haseko, the Japanese 
construction group, yester- 
day said it would cot 10 per 
cent of its staff as part 
of a broader restructuring 
plan. 

The move to cut the work- 
force by 5711 to 5,160 in the 
current year comes amid 
growing market concern 
about Japan's construction 
sector. 

Over the past year several 
small construction compa- 
nies have folded and share 
prices in the sector has 
fallen sharply. Analysts fear 
that if further failures 


emerge m the coming 
months, market confidence 
could be dented, because of 
hanks’ heavy exposure to the 
sector and the large num- 
bers employed by construc- 
tion companies. 

Haseko yesterday insisted 
that its restructuring plan 
should he sufficient to 
ensure its longer-term viabil- 
ity. Its shares rose Y15 to 
Y92. 

Sentiment was also 
boosted when Daiwa, the 
company's main hank , indi- 
cated it would continue to 
support the group in 
exchange for some manage- 
ment controL Daiwa Bank 
plans to send Takashl Iwao, 


a senior managing director, 
to Haseko this summer to 
oversee the restructuring. 

Haseko will cut general 
spending by 11 per cent or 
Y2.2bn ($17m). while staff 
costs at the company and its 
affiliates will be reduced by 
12 per cent, or Y3.7ba Same 
of the Job cats will be 
achieved through early 
retirements. 

The number of board 
members will be reduced 
from 32 to 24, and their sala- 
ries will be cut as part of the 
business restructuring, the 
company said. 

Haseko also revised its 
parent and group earnings 
estimates for tbe year just 


ended. Its estimate of parent 
net profit for the year to 
March 31 was revised down- 
wards from an earlier Y43bn 
to Ylbn. 

The falling stock market 
over the past year has forced 
the company to post an 
appraisal loss of Y5.4bn on 
its securities holdings and 
an extraordinary loss 
of Y1.8bn on the sale of 
securities. 

However, Haseko revised 
its parent profit estimate 
upwards to Y&2bn for the 
current year, because of 
higher profits from finished 
construction. It had previ- 
ously forecast a profit 
of Y5bn. 


OFFER PRICE: ¥5,.! 68,00(1 PER SHARE 


Thailand succumbs to overseas brokers 


Seven of top 10 brokerages have significant 
foreign ownership, reports Ted Bardacke 


.Tgi TO broker* hi ThaBand 


Global Co-ordinator 
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International Managers 

Daiwa Europe Limited 


Salomon Smith Barney International 


Dresdner Kleinwort Benson 


Goldman Sachs International 


Morgan Stanley Dean Witter 


Nikko Europe Pic 


Nomura International 


SBC Warburg Dillon Read 



F oreign brokerages have 
become the dominant 
forces in Thailand's 
securities industry, as over- 
sea s groups pick up stakes 
in cash-strapped domestic 
companies and domestic 
retail investors switch to 
companies with strong bal- 
ance sheets. 

Of the top 10 brokers in 
Thailand , by volume, during 
April, seven have significant 
foreign ownership, according 
to figures released by the 
, Stock Exchange of Thailand. 

1 The top 10 brokers account 
for more than. 50 pa* cent of 
all . turnover on the 
exchange, .. 

This foreign presence is a 
rapid tojmronnd from just 
two years ago, ; when Thai 
brokers attempted to limit 
membership on the Thai 
stock exchange to brokers 
with' foreign ownership of £ 
per cent or less. Efforts to 
fight that move led to the 
formation of the Foreign' 
Brokers Group, which is now 
all but dormant 
“Probably an association 
of foreign shareholders in 
local joint ventures would be 
more appropriate,” says 
George Morgan, president of 
the Foreign Brokers Group 


and managing director of. 
number-two ranked Asia 
Securities Trading, a joint 
venture between the Bang- 
kok Bank group and ABN 
Amro Hoare GovetL 

By law, foreigners are lim- 
ited to holding 49 per cent of 
a securities company, but 
they often fata m a n ag emen t 
control when they buy such 
a significant minority stake. 

One force driving the 
trend is the number of deals 
prompted by tbe collapse of 
the Thai stock market, prob- 
lems with margin loans and 
the near-bankruptcy of the 
fi nance companies that used 
to control big local brokers. 
Since the devaluation of the 
Thai baht last July, four of 
tbe top 10 have been sold to 
foreign investors in deals 
worth more than 8100m. 

These deals have helped 
mask some retre a t s from the 
Thai stock market by big for- 
eign houses, most notably 
BZW and Deutsche Morgan 
Grenfell. 

Retail Thai investors suf- 
fered trading complications 
last year when 58 finance 
companies - 22 of which had 
securities licences - were 
shut by Thai authorities. 

According to Mr Morgan. 


Art SaBatoBaTaang 
tat Smart 
JFHrtrtMi- ■ 
DrtWSmSearttes 


SartyfclWjB patter 
NBfcsWnwtte 
AM Amo 


%'cftoHMrtqrWnwr 


Jmfcs Ftentau 


■ aCWartHp tarter 
Catted Mbbmo teanW 
MfclCii iMw 


$ 8 C Wsrtxrg 




many retail investors are 
looking at balance sheet 
strength, often provided by a 
big foreign partner, as a pri- 
mary consideration when 
choosing a broker. Those 
brokers are also the only 
ones with- the resources to 
employ sales staff to drum 
up business. 

Margin lending, disdained 
by many foreign houses in 
Bangkok, has also dried up 
and with it has disappeared 
a crucial former marketing 
tool Aggressive and risk- 
taking local brokerages used 
to lure retail players away 
from established companies 
with freely available credit 

Also, foreign investors 
now account for about 45 per 
cent of all trades on the 
exchange, compared with 30 


per cent a couple of years 
ago. This helps boost the 
market share of forelgn- 
dominated brokers. 

The trend towards foreign 
control is also evident at 
investment banks, given 
that most of tbe cash needed 
to recapitalise corporate 
Thailand is outside the 
country. 

Other foreign houses, such 
as Indosuez W. 1. Carr and 
SocGen Crosby, have bought 
into local brokerage houses 
and some of the remaining 
companies in the top 10 are 
in merger discussions with 
foreign companies. As a 
result. Mr Morgan says, all 
of the top 10 brokers may 
soon be foreign joint ven- 
tures. “The trend will be 
with us for a while,” he says. 
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COMPANIES & FINANCE: INTERNATIONAL 


^ BC- AMERITE C H CHIEF EXECUTIVE SEES N EW G ROUP IN A POSITION TO ‘C QMPET E HEAD-TO-HEAD with INCUMBENT LOCAL EXCHANGE CARRIERS' 


Merger provides 
international reach 


Union helps Baby Bell grow up 


By Alan Can 

Industry analysts suggested 
yesterday that the SBC- 
Ameritech merger had only 
minor significance for inter- 
national, rather thpw North 
American, telecommunica- 
tions. They pointed out that 
neither company stwnt^ to 
have an integrated, as 
opposed to an opportunistic, 
strategy for foreign invest- 
ment. 

There are some obvious 
implications, however. The 
first, for operators outside 
the US, is that the number of 
potential purchase or merger 
possibilities offering access 
to the US market has 
declined by two. The «w>p H 
is that the new company will 
be of such a size that virtu- 
ally any other operator, reg- 
ulators permitting, would be 
within its reach. 

Yesterday Edward Wbi- 
tacre, SBC chief executive, 
said the new company would 
“build on its growing inter- 
national presence to serve a 
worldwide market . . . We 
will be positioned to compete 
head-to-head with incumbent 
local telephone companies. 


competitive local wphang p 
carriers, data networks, long 
distance carr i ers and global 
competitors.” 

Both SBC and Ameritech 

have investments abroad. 
SBCs foreign holding 
is a 9.57 per cent stake In 
Telmex. the Mexican 
national operator. Held as 
part erf a consortium involv- 
ing France Telecom and 
Mexico’s Grupo Carso, the 
holding is a natural comple- 
ment to THo 05 company’s 
operations m Texas and Cal- 
ifornia — more fown SO per 
cent of all telecoms traffic 
between the US and Mexico 
originates in SBC*s 

^0 has a 493 per cent 
stake in VTR, a privately 
owned Chilean telecoms 
holding company; a 10 per 
cent stake in SFR, the 
French mobile phone opera- 
tor; and a SO per cent stake 
in Anrec. an Israeli company 
with interests in cable televi- 
sion and publishing. It 
has an 18 per cent stake in 
Telkom South Africa, repre- 
senting an investment of 
$757m, and holdings in 
South Korea. Switzerland 
and the UK. 


Ameritech is the largest 
US investor In European 
telecoms, with interests in 
some 15 countries. The com- 
pany claims to have invested 
$4.7bn for stakes in Euro- 
pean companies that are 
now worth some $7.5bn. 
Richard Notebaert, chief 
executive, says the company 
invests only in stable envi- 
ronments where the political 
climate encourages entrepre- 
neurial opportunities. 

The company is a 293 per 
cent shareholder in Matitv, 
the Hungarian telephone 
company, and has a 173 per 
cent interest in Belgacom, of 
Belgium. Mr Notebaert 
argues that E u r o pea n com- 
panies going through privati- 
sation and liberalisation 
need a partner to learn from: 
“We think we have a skill 
set that nan be helpful tfl 
other companies". 

Ameritech also has a 42 A 
per emit stake in Tele Dan- 
mark *nd a 19.7 per cent 
interest in NetCom, the Nor- 
wegian wireless provider 
and 100 per cent of Wer Lie- 
fort Was? a leading Euro- 
pean producer of nnltna and 
printed business directories. 


By Aha Cane h London aad 

Mtfj t* jn 

SBC Communications, the 
largest most admired of 
-North America’s local phone 
companies camp into being 
in its present form in 1996 
through the merger of SBC - 
with strengths in Texas and 
the southern states - and 
Pacific Telesie, with 
operations in California and 
Nevada. 

- RBOCs (Regional Bell 
Operating Companies) or 
“Baby Bells” originated from 
the break-up of AT&T in the 
early 1980s, leaving the US 
with a pattern of local 
monopolies but competition 
in long d jstanpp myi interna- 
tional calls. The 1996 Tele- 
communications Act was 
supposed to rhawpe all that 
and provided tbe stimulus 
for the creation of the mod- 
em SBC. It last made head- 
lines when a potential 
merger with AT&T was dis- 
couraged by the US regula- 
tor. 

Today, SBC has nearly 
34m fixed telephone lines 
arwi more than 5.6m nuiKila 

phone customers. While it 
has investments In 10 opera- 
tors abroad, its brands - 
Southwestern Bell. Pacific 
Bell, Nevada Bell and Cellu- 
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being driving fores at SBC AP 

lar (tee - are chiefly recog- 
nised in the US. 

The driving force behind 
SBC is Edward Whitacre, 
chair man and chief execu- 
tive, a rangy, *»«*»"»«• Texan 
with a reputation for deliver- 
ing success. 

SBC remains the only for- 
mes' Bell company that 
increased both earnings and 
dividends every year since 
divestiture in 1984. Revenues 
last year were $25bn;. earn- 
ings were $&4bn. 

Ameritech is tbe most 
nrmsnai of the ftrtt compa- 
nies. With local strengths In 
Chicago and Detroit, it has 
diversified Into security ser- 
vices and is tbe largest for- 


eign investor in European 
telecoms. It had planned, by 
2002, to derive equal reve- 
nues from its crane activities 
and its new initiatives. Wall 
Street approval has seen its 
share price rise sharply this 
year. 

But its failure to get into 
the long-distance market for 
regulatory reasons has 
caused an increasingly criti- 
cal eye to be cast over Its 
diversification and interna- 
tional s tra te g y . 

The point is mad* that, on 
the business front at least, 
locally-based multinational 
customers would have little 
reason to remain loyal to 
Ameritech when larger 


rivals could offer global 
package deals. 

Tbe strategy of diversify- 
ing in the security industry 
was also seen initially as a 
smart move. However, other 
utilities with deep pockets - 
such as Western Resources, 
tbe Kansas-based utility, and 
the large Entergy group - 
have similar strategies and 
acquisition prices have been 
driven up as all players tus- 
sle for market share in what 
had traditionally been a fair- 
ly-fragmented industry. 

Ameritech’s purchases - 
for an aggregate (800m-plus 
- of the Florida- based 
Republic Group’s security 
division and tbe Rollins 


home security assets in 
Atlanta last year, were seen 
as pricey deals. However, 
they did help keep Chicago- 
based Ameritech in the secu- 
rity businesses' top three, 
with about lm subscribers. 
There haw also been a num- 
ber of management changes 
at the SecurttyLink arm. 

Yesterday's deal will be 
accounted for as a stock-for- 
stock merger, incurring no 
tax penalties - unlike a 
trade sale. 

Ameritech shareholders 
will receive 1316 shares of 
SBC stock for each Ameri- 
tech share held. With SBCs 
closing share price on May 8 
at $42.37, the deal values 
each Ameritech shore at 
$55.77. The merger gives 
Ameritech a total equity 
value of $62bn and an enter- 
prise value, including debt, 
of STlbn. 

The combined company 
will be owned 56 per cent by 
SBC shareholders and 44 per 
cent by Ameritech share- 
owners. 

The deal will require the 
approval of the Federal Com- 
munications Commission 
and the Department of Jus- 
tice. Under the provisions of 
the agreement. Ameritech 
may not solicit other poten- 
tial acquirers. 


Sunbeam to 
cut workforce 


By John Aethers to Hem Yurie 

A1 “Chainsaw” Dunlap, chief 
executive of Sunbeam, the 
US dnmpgtic appliances com- 
pany. yesterday unveiled 
cute that will reduce the 
company’s workforce by 
about one-third. 

He also attributed the 
company’s “debacle” during 
the first quarto - to a soles 
of “stupid" marketing agree- 
ments made while he was 
negotiating acquisitions. 

Sunbeam incurred a loss 
of $44-6m in the first quarter, 
an revenues which dropped 
to S2443n>' from *2533& last" 
time. If had already issue 
two separate profits warn- 
ings for the quarter. - 

Tbe market appeared ini- 
tially to be more concerned 
about the first-quarter 
results than the package of 
cuts, and Sunbeam’s shares 
fall more than 6 per <w»t - 
down to $25{f - in early 
trading: At tbe beginning of 
March, before the company 
issued the profits warnings, 
the shares were at $52. 

Mr Dunlap outlined cost 
cuts that will lead to a 
charge of about 1280m before 
tax this year, and a plan to 
grow internationally from 
next year. He claimed 
annual cost savings of about 
S2S0m would accrue. 

The job losses include 
2300 from tbe closure of two 
factories in Mexico, and a 
further 2,300 through out- 
sourcing and the consolida- 
tion of the three companies 
Sunbeam bought earlier this 
year - Coleman, Signature 
Brands and First Alert 

Mr Dunlap has retained 


Morgan Stanley Dean Witter 
to sell three businesses with 
a total of 1,300 employees. 
The group will be left with a 
workforce of about 9,500. 

Ten mrtoting headquarters 
buildings will be consoli- 
dated into one new head- 
quarters being built in Boca 
Raton, Florida. The total 
number of factories will drop 
from 28 to 15, galea offices 
from 35 to 15, and ware- 
houses from 47 to 14. 

Mr Dunlap predicted ' that 
earnings per share would 
doable from $14)0 this year 
to $240 next year, and would 
grow by between 15 per emit 
and 20 per cent annually 
from that base. This would 
be achieved by seUIng its foil 
range of products through 
its distribution systems in 
Asia, Latin America and 
Europe. 

Problems in the first quar- 
ter were caused by a 154 per 
cent foil in US sales. The 
company’s barbecue grills, 
which it had distributed ear- 
lier *b n w t ymni in a bid to 
avoid high inventories, 
foiled to sell as well as 
expected. 

Mr Dunlap said that bad 
weather caused by the El 
Nlfip climate effect had con- 
tributed to the problem 
because “people don’t think 
about buying outdoor grills 
during a storm”. Sunbeam 
was also hurt by having to 
order a product r ecall . 

*7 was working an acquisi- 
tions and i left the market- 
ing guy in charge of 
operations - big mistake,” 
Mr Dunlap said. 

Observer, Page 19 


linkers Ji iiM acquires Wolfimsohn & Co., 
one <>i ihe world*; preeminent M&A specialists. 


CSFB close to 
Brazil purchase 


I By Jane Martinson is Umdom 
aid fieoff Dyer in S6o Paulo 

Credit Suisse First Boston, 
the Swiss- American invest- 
ment bank, is close to agree- 
ing the acquisition of Banco 
Qanmtia. Brazil's leadin g 
investment bank, in a deal 
expected to be worth just 
ow $Lbn. 

The two sides signed an 
exclusivity agreement at the 
end of last week, although 
an announcement is not 
expected for several weeks. 

One banker close to tbe 
v deal said the two sides were 
3 still “dotting the i's and 
crossing the W. 

The consideration, which 
has not been . finalised, 
includes a basic price of just 
under $2 bn and an earn-out 
based an future profits, and 
is. about two tunes the 
bank's book value. 

The acquisitio n of Garan- 
tfo would make CSFB, which 
already a sizeable busi- 
ness in Brazil, the largest 
investment bank in the 
country. 

The deal further under- 
5 the strong interest of 

international investment 
banks in Brazil If U goes 
ahead. It trigger a warn -of 
mergers and acqui sitions 
within the Brazfltan Invest- 
ment banking ind ustry , 
which was hit hard during 
the Asian economic crisis at 
the end of last year. 


Garantia has also held 
talks with Goldman Sachs 
and Morgan Stanley Dean 
Witter. Although Morgan 
Stanley broke off the tniiw, 
Goldman Sachs remains 
Interested and has received 
approaches from other Bra- 
zilian companies. 

While CSFB is understood 
to be interested in acquiring 
the whole of Garantia. 
including its international 
operations, it is particularly 
interested in the proprietary 
trading business, which has 
generated a large part of the 
bank’s profits. 

Last year CSFB bought 
part of the equities business 
of BZW, the investment 

banking arm of the Barclays 
Rank of the UK. 

Garantia was considered, 
the top investment bank in. 
Brazil until it suffered heavy 
trading losses in October 
and November as a Jesuit of 
the Asian crisis, . 

Along with a number of 
other Brazilian investment 

banks, it was also fenced to 
rethink its strategy after the 
crisis exposed the seed for 
wider international contacts 
and a stronger capital base. . j 
- The bank, .which has 19 
partners and. was modelled j 
by its founders on Goldman 
Sadis, has a strong presence 
in corporate finance, asset 
management and equity 
broking, as wefl as its repu- 
tation. as a trading house. 
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Bankers Trim merges with 
Alex. Brown & 'Sons, 
Aanriica’s oldest invesDnci.r. bank. 


The right combination unlocks 
value around the world. 


.. For over 20 years, Bankers Trust 
h bankers irust ' has been a recognized pioneer, A 
' ' ' '' ' innovative debt financing. 

We've new pioneered something even greater. 

By sKHiruiiy combining the right elements, we've belli an 
organization whose depth and breadth go -far beyond the sunt of 
no parts; 8T Alex. Brown. . 

With all the components of our -global investment banking firm 
now ;n place wove created the first- truly integrated source of 
innovate financial solutions. • 

Wh.cn means our ciienis — m over 50 countries around the 
wor n - cow have access to unrivaled. industry knowledge, 
preemmom T-seamh. anc proven Strengths in advisory services 
anc bank. bond, arse ecu:;/ markets— all on a gibosi scaie. 

Sc laik to liie m.-cpT :ii BT Alex. Brown. When you 'have the 
nciii comoumiico iht opportunities to bund value are wide open. 

k BT Alex. Brown 
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SPAIN UNIONS ARE CLOSE TO AGREEING LABOUR SHAKE-OUT TO REDUCE WORKFORCE AT POWER GROUP BY 3 6 % _ 


Endesa plans job cuts to save Ptall4bn 


By Tom Bums in Madrid 

Endesa, the Spanish power 
group that will be fully pri- 
vatised next month in a 
Ptal,366bn ($9.1bn) offering, 
plans to cut its labour force 
by 36 per cent over the next 
four years. 

“Corporate efficiency and 
shareholder value are now 
our twin priorities,'’ Rafael 
Miranda, chief executive, 
said yesterday. 

The labour shake-out. the 
biggest on record by a profit- 
able domestic company, will 


Brussels 
likely to 
block 
pay-TV 
venture 


By Frederick Stthtemann 
hi Berfln and Sarner tskandar 
in Brussels 


Kirch Group and Bertels- 
mann, the German media 
companies, met yesterday in 
a last-ditch attempt to rescue 
their proposed digital 
pay-TV joint venture, which 
seems likely to be blocked by 
the European Commission's 
competition authorities. 

Both companies said they 
hoped an agreement could 
still be reached with Brus- 
sels, which has said the joint 
venture would create a domi- 
nant group in the German 
pay-TV market. However, 
they conceded a solution 
was increasingly unlikely. 

The proposed joint venture 
involves folding DF-1. a loss- 
making digital pay-TV com- 
pany owned by Kirch, into 
Premiere, a successful anal- 
ogue subscription service 
owned by CLT-Ufa and 
Kirch. Premiere, which has 
about 1.5m subscribers, 
would then convert to digital 
technology. 

Together with Deutsche 
Telekom, the two companies 
planned to administer the 
technology needed for digital 
television and the distribu- 
tion of progr amming along 
the German cable network. 

Bertelsmann said before 
yesterday’s meeting in 
Munich that the chances of 
approval from Brussels were 
“very slim”. 

It said any further compro- 
mises on the deal would 
make the venture with Kirch 
economically un viable. 

Bertelsmann is involved in 
the venture through its 40 
per cent stake in CLT-Ufa. 
the Luxembourg-based 
broadcasting group. 

Karel Van Miert, the com- 
petition commissioner, met 
representatives from the two 
companies last Friday but no 
agreement was reached. 

Yesterday a spokesman for 
Mr Van Miert said the com- 
panies “must improve their 
offer substantially [to gain 
approval]”. Otherwise, he 
would ask his colleagues to 
veto the proposed venture at 
the Commission’s weekly 
meeting on June 3. 

Following talks last mouth 
with Mr Van Miert. Kirch 
and Bertelsmann said they 
were prepared to offer 25 per 
cent of the pay-TV rights to 
popular US programming, 
currently owned by Kirch, to 
a third party. 

They also offered to allow 
a third party to join them 
and to let Deutsche Telekom 
part-own the digital tele- 
vision distribution system. 

Kirch and Bertelsmann 
decided to pool their inter- 
ests last year after a bitter 
and costly battle in which 
they tried to establish rival 
pay-TV services. 

In a bidding war for the 
rights to popular films. 
Kirch made heavy commit- 
ments to studios such as Dis- 
ney, Warner, Paramount and 
Universal. 

The burden of refinancing 
these commitments and the 
losses incurred by DF-1 have 
drained Kirch's finances, 
prompting speculation that 
the company is in a cash cri- 
sis. If Brussels blocks the 
joint venture with CLT-Ufa. 
the situation for Kirch is 
likely to worsen. 


Inmet 


substantially raise the 
group's client per employee 
ratio. 

Savings are expected to be 
Ptall4bn over the next four 
years. 

Mr Miranda said he was 
close to securing an agree- 
ment with unions to reduce 
the group's 23,377 workforce 
to below 15,000 by 2002 
through voluntary redun- 
dancy incentives for all 
employees aged 52 or older. 

Under an ambitious 
streamlining strategy, End- 
esa has unified its seven 


electricity generation distri- 
bution units into a single 
organisation to eliminate 
duplication costs. 

The company’s privatisa- 
tion will be completed on 
June 8. after the sale by 
Sepi, the state holding com- 
pany. of its 33 per cent stake. 

The provisional structure 
of the share offer gives up to 
85 per cent of the disposal to 
Spanish small savers. They 
will enjoy a 3 per cent dis- 
count on the issue price and 
a further 3 per cent cash 
bonus after six months if 


they hold on to the shares. 

The privatisation will lift 
the n umb er of shareholders 
in Rndesa from 1.6m to more 
than 2m. making it the most 
widely distributed stock on 
the Spanish market. 

International institutions 
will be offered between 10 
per cent and 15 per cent of 
Sepi's stock and domestic 
institutions between 5 per 
cent and 10 per cent. 

An immediate conse- 
quence of the privatisation is 
the departure from Endesa's 
board of seven directors. 


including the secretary of 
state for the economy and 
the secretary of state for 
employment, who represent 
the equity held bv the gov- 
ernment in the group. 

Under plans to be 
announced at Endesa's 
annual meeting today, the 
board will be reduced from 
18 to 15 members, with a 
majority of the directors 
coming from outside the 
group. 

Endesa, which accounts 
for 48 per cent of power gen- 
eration in Spain, will step up 



Flushed with success: Trainspotting, st a rring Ewan McGregor, was a big success for PolyGram's Rm division 

Bronfman seeking to hit the right note 

Purchase of PofyGram would deflect criticism of his record at Seagram, writes Alice Rawsthom 


A fter Edgar Bro nfman Jr, 

Seagram chief execu- 
tive, addressed an enter- 
tainment industry confer- 
ence in New York last 
month, one analyst asked 
icily whether he had any 
original ideas about r unning 
Universal Studios, its film 
subsidiary. 

The implied criticism in 
her question resonated with 
the stream of articles then 
running in the US press 
about the Canadian group's 
poor performance in the 
three years after it had paid 
$5.7bn for control of Univer- 
sal’s film and music busi- 
nesses. 

Since the conference, Mr 
Bronfman has tried to pla- 
cate his critics by stalking 
not one, but two acquisition 
targets. First, he approached 
EMI, the UK music com- 
pany. only to withdraw. 
Then he started talks with 
Philips, the Dutch consumer 
electronics group, regarding 


tts 75 per cent stake in the 
PolyGram music and film 
group. 

If Mr Bronfman clinches a 
deal with Philips - and per- 
suades his father, Seagram 
chairman, and uncle, co- 
chairman of its management 
board, to endorse it - Sea- 
gram wiQ win control of the 
world’s biggest record com- 
pany, with U2, Hanson. 
Elton John and Sheryl Crow 
among its acts, and the film 
business behind such cult 
hits as Trainspotting and 
Fargo. But if he fails, the 
ensuing embarrassment will 
make it even harder for him 
to defuse the criticism of his 
record at Seagram. 

The suave Mr Bronfman 
was warmly welcomed in 
HoUywood when he sold 
Seagram's 24 per cent stake 
in Du Pont, the US 
chemicals company, for 
SlObn. and bought 80 per 
cent of Universal (then 
called MCA) from 


Matsushita, the Japanese 
electronics group. 

Wall Street was more scep- 
tical. Analysts made no 
secret of their fears that the 
Seagram heir, a former song- 
writer, was seduced by Tin- 
sel Town’s ghtter. And Uni- 
versal’s -.subsequent 
perfbnnahce has done little' 
to allay their concern. 

The music division has 
fared well under Doug Mor- 
ris, a fellow songwriter and 
former Warner Music execu- 
tive, hired by Mr Bronfman. 
Hits from No Doubt, Erykah 
Badhu and the Wallflowers, 
have increased its US mar- 
ket share, but Universal is 
still significantly smaller 
than PolyGram, EMI and 
other multinational music 
groups in Europe and Asia. 

Meanwhile, Universal Stu- 
dios has faltered with recent 
releases, as Primary Colors 
and Mercury Rising, fell 
below expectations. In tbe 
three years since Seagram 


bought Universal, its 
shares have under-performed 
the US market by 20 per 
cent, while Du Pant's have 
out-performed it by 10 per 
cent. 

Mr Bro nfman saw buying 
EMI as a bold move to turn 
Seagram into one of the 
world’s most powerful music 
companies. EMI is strong in 
Asia and Europe, but weak 
in North America, making it 
a perfect complement to Uni- 
versal Music. Seagram is 
believed to have been willing 
to pay over 60Qp for each of 
the UK group's shares, down 
38p at 535p yesterday. But 
Sir Colin Southgate. EMI 
chairman, held oat for at 
least 700p, and their discus- 
sions collapsed late last 
week. 

Acquiring PolyGram. 
which made net income erf 
FI 787m on sales of FI il.lbn 
last year, would be even 
more audacious. Not content 
with running the world’s 


its geographical diversifica- 
tion with Pta395bn of invest- 
ments until 2002. These will 
focus on Latin America, 
where Endesa bought con- 
trol of Chile's Enersis elec- 
tricity group last year. 

Mr Miranda expects End- 
esa'S e nr n frH F outside Spain 
to represent 20 per cent of 
attributable net profit by 
wyw up from 6 per cent now. 
E arning s from non-electric- 
ity business units, which 
also stand at 6 per cent of 
net profits, are set to rise to 
10 per cent over the period. 


largest record company. 
Alain Levy, its French-born 
president, has adopted a 
more ambitious expansion 
strategy than Sir Colin, by 
spending over $l.2bn in 
seven years on starting a 
Hollywood -based film busi- 
ness. 

The film division has yet 
to break even, although it is 
expected to do so next year. 
And Mr Levy has needed a 
strun g nerve to stick to his 
strategy, particularly in the 
past three years, when the 
profits of PolyGram's record 
labels have fluctuated in an 
unstable global music mar- 
ket. 

H e now faces the pros- 
pect of PolyGram 
changing hands just as 
his efforts are about to pay 
off. Philips announced last 
Wednesday that it was “eval- 
uating” the future of its 75 
per cent stake. Seagram, 
having struggled to agree a 
price with Sir Colin, broke 
off talks with EMI. and 
declared its interest in Poly- 
Grant. 

Morgan Stanley, Sea- 
gram’s adviser, has since 
been locked in discussions 
with Goldman Sachs, acting 
for Philips. It is understood 
the two camps are still 
thrashing out terms, and 
that Mr Bronfman has yet to 
meet Cor Boonstra, Philips 
president. Mr Levy is 
believed to have rejected the 
possibility of staging a man- 
agement buy-out, but it is 
not clear whether he will 
stay on if Seagram takes 
control. 

Negotiations may still be 
at an early stage, but 
Seagram is thought to be 
anxious to complete them as 
quickly as possible. 
PolyGram's shares rose by 
FI 4.9 to FI 102^ yesterday, 
valuing the company at 
FI lS.45btL 

As Philips is not a forced 
seller, Seagram may have to 
pay a hefty premium. "Phil- 
ips has no need to sell in a 
hurry,” says David Cher- 
mont. analyst at Merrill 
Lynch. “There may be other 
bidders oat there, and it 
could always sell shares on 
the market. Why own 75 per 
cent of a business, when you 
could go down to 51 per cent, 
and get the cash?” 


Monsanto expands in 
agricultural genetics 


Thomson faces 
millennium bill 


By Mdd Tait to Chicago 

Monsanto yesterday stepped 
up its commitment to the 
controversial and rapidly 
expanding area of agricul- 
tural genetics, with the 
announcement it would 
acquire full ownership of 
DeKalb Genetics and Delta & 
Pine in two separate deals, 
worth about $4bn in totaL 

The US pharmaceuticals, 
agricultural products and 
biotechnology group said 
yesterday it saw the transac- 
tions broadening the imme- 
diate availability of first- 
wave “agronomic traits", 
which guard against insect 
problems during the growing 
period. It also paved the way 
for the second wave of 
genetic engineering in agri- 
cultural products, which will 
be designed to enhance 
yields or to deliver specific 
nutritional contents. 

Both companies have 
already partnered Monsanto 
in the commercialisation of 
genetically-engineered crop 
products. DeKalb. In which 
Monsanto currently holds a 
45 per cent stake, is the sec- 


ond largest supplier of 
hybrid seed com in the US. 

Delta & Pine is a big pro- 
ducer and marketer of cot- 
ton seed, in which Monsanto 
holds a 4.7 per cent stake. 

Hendrick Verfaillie, Mon- 
santo president, said “speed" 
was the main reason for 
seeking full ownership, as 
the company sought to rein- 
force its postion in the fast- 
evolving agricultural genet- 
ics field. “We have invested 
a lot of money . . . and the 
value is really in the integra- 
tion of breeding with genom- 
ics”, he said. 

In addition, he suggested 
that both companies would 
be better placed to push into 
international markets under 
the M onsanto umbrella. 

Monsanto is offering $100 a 
share for the outstanding 
DeKalb common stock, valu- 
ing the target overall at 
more than $4bn. although 
the overall cost to Monsanto 
has been a more modest 
$&5bB. 

DeKalb 's founding family 
put the company on the 
block three months ago. 
partly reflecting a belief that 


deeper pockets would be 
needed to maintain a lead in 
the crop biotechnology field. 

The move drew interna- 
tional interest, and compa- 
nies interested were said to 
include Novartis. Dow 
Chemical and AgrEvo, a Ger- 
man joint venture between 
Hoechst and Sobering. Mon- 
santo, which already bad 
directors on the board, was 
always seen as a front-run- 
ner. although DeKalb bad 
stressed it would entertain 
an offers. 

Yesterday’s price was well 
in excess of market expecta- 
tions, with Mr Verfaillie 
admitting tha t DeKalb W3S 
“a very desirable asset”. 
DeKalb shares surged $17% 
to $94% in early trading - 
having stood at only $33% 
before the auction. 

Delta & Pine will be 
acquired in a share-swap 
deal which values it at 
around S1.7Sbn. Sharehold- 
ers will receive 0.862S Mon- 
santo shares far each Delta 
& Pine share. Delta & Pine 
slipped $5£ to $47{£, while 

Monsanto jumped $2K to 

*56&. 


By Edward AJden in Toronto 

Thomson Corporation, the 
Pjnfldian p ublishing group, 
said yesterday it was facing 
about USSiOOm in computer 
compliance costs over tbe 
next two years in prepara- 
tion for the year 2000. 

The company took an 
Slim charge against first- 
quarter earnings for the 
compliance programme, con- 
tributing to a $68m operating 
loss for the period on reve- 
nues of $l.25bn. This 
exceeded the $91m loss in 
the first three months of 
1997. in a sector where first- 
quarter losses are usually 
made up as sales increase in 
the second half of the year. 

However, the loss of ll 
cents a share was an 
improvement on the 15 «mts 
loss in the same period last 
year. 

The estimated costs for the 
year 2000 were the first made 
public by the company. Ana- 
lysts said Thomson's compli- 
ance costs were expected to 
be high because computers 
play a critical role in its core 
businesses of information 


publishing and newspapers. 

Thomson is getting out of 
leisure travel - which in 
1997 accounted for one-third 
of revenues but just 11 per 
cent of operating profits - 
with the sale of the UK- 
based Thomson Travel 
Group. The company 
announced yesterday that 
the offer price for Thomson 
Travel shares would be 170p, 
which is expected to raise at 
least £1.7bn ($2.8bn). The 
cash will be used to repay 
debt and finance acquisi- 
tions in legal and financial 
information services. 

Ben Dube, an analyst with 
CM Oliver in Montreal, said 
the sale of the travel side 
should make Thomson’s 
business less cyclical, 
improving its attractiveness 
to portfolio managers. 

The first-quarter perfor- 
mance was stronger than 
last year in all three of the 
company’s divisions. Earn- 
ings before interest, tax, 
depreciation and amortisa- 
tion were up $3ira to $148m. 

Thomson shares were up 
40 cents to C$43.65 in mid- 
day trading in Toronto. 


By Scott Morri son In Toronto 

Inmet, tbe Canadian mining 
company, has sold its 50 per 
cent stake in the Antamina 
copper/zinc project in Peru 
for C$70m (USS49m) after the 
company was unable to 
finance its share of develop- 
ment costs for the USS2Jbn 
project 

inmet sold its stake to 
Teek and Noranda. two 
Canadian mining groups. 


which will each end up with 
a one-third stake of the proj- 
ect by way of an agreement 
with Rio Algum, also of Can- 
ada. which currently con- 
trols the remaining 50 per 
cent 

Eventually, the three com- 
panies will equally fond the 
project’s development costs. 

Under the agreement sub- 
ject to Peruvian government 
approval, Inmet recouped 
the estimated C$70m it 


invested In tbe property and 
in conducting a feasibility 
study at the site. It also 
received a 3-33 per cent net 
proceeds royalty in the proj- 
ect to be paid by Teck and 
Noranda. 

Antamina is expected to 
be able to produce GOOm lb of 
copper and 360m lb of zinc 
over a 20-year period. That 
would make it the world's 
seventh-largest copper pro- 
ducer and the third-laigest 


zinc mine. It would be one of 
the largest mining projects 
to be financed at one time. 

Analysts said Inmet had 
bitten off more than it could 
chew. 

Bill James, Inm et chief 
executive, said the size of 
the Antamina project rela- 
tive to his company's financ- 
ing capacity left Inmet with 
little choice other than to 
divest its asset. 

It had staked its Mure ou 


Antamina and set about sell- 
ing other assets to finance 
the prqjecL But low metals 
prices made it difficult to 
secure financing and the 
company’s strategy fell apart 
after Homes take Canada 
backed out of a deal to buy 
Inmet’s TroDus gold mine in 
Quebec. 

Tbe sale leaves cash-rich 
Inmet with a number of scat- 
tered assets and no clear 
future. 


Mr James said the com- 
pany would require two to 
three months to review 
options and devise a strat- 
egy. Inmet had C$352m In 
cash at the end of the first 
quarter. 

Analysts suggested that 
Inmet- might buy back 
shares that are considered to 
be greatly undervalued. 
Inmet’s shares were down 25 
cents to C$4.25 in early 
Toronto trading. 



NEWS DIGEST 

FOOTBALL 

■* * 

AFC Ajax shares score 
30 % premium on debut 

Shares in AFC Ajax, the Netherlands' lep football dub. 
opened at a 30 per cent premium io their otter pnee on the# 
Amsterdam slock exchange debut fottowing D FI 123.75m 
(S62m) flotation. Priced at R 25 in a subscription mat ctowd 
tost week, they first traded at Ft 32.50 before easing to 
FI 30.30. 

Some 2.72m shares changed hands, nearly 55 per com of 
the amount made available to the public. Tho issue was more 
than 15 times subscribed. ABN Amro Rothschild - co-ordina- 
tor of the sale, and a jomt venture of the Dutch ba nk that is 
the club's main sponsor - had to scale down subscriptions 
even from its recognised supporters, who were offered a pref- 
erential allocation. Institutions accounted for about 40 per 
cent of the demand. Ane van Os. finance director, described 
the outcome as an “enormous success*. 

The prospectus had Isted risk factors including hooltgzm- 
ism. which "could lead to Increased costs and declined 
income", and warned that "fixed costs, including players' sal- 
a nes. are on such a lave! that income from the participation In 
the Champions Leogue is of major importance". In the season 
just ending the dub failed to qualify, and slipped into an oper- 
ating loss. Gordon Cramb, Amsterdam 

SGS-THOMSON MICROELECTRONICS 


Plans revealed for two plants 

SGS-Thomson Microelectronics, tho European semiconductor 
manufacturer, is to spend Slbn on new plants in France and 
Italy. The Franco-ltoten company is earmarking holt of the 
sum for a new-gerterarion 300mm wafer facility at CroHes. 
near Grenoble, m south-eastern France. The rest will be 
invested tn a new advanced research centre for non-volatile 
technologies at Agrale, near Milan, northern Italy. 

Observers said the move was a sign of the group’s determi- 
nation to keep pace with the latest developments In semicon- 
ductor technology. Building of the Crofles R&D and pilot hne 
facility win start next year, with the first silicon processed m 
2000. 

The group ts also pushing ahead with what it termed a 
“very aggressive" research plan which foresees the introduc- 
tion of four new generations of non-volatile technologies 
within the next five years. "It is natural that if we want to stay 
among the lead os we hove to move Into the next genera- 
tion," it said. David Owen, Paris 


FINLAND 


Metre to split into three 

Metre, the Finnish conglomerate, plans to demerge its activi- 
ties into three separate companies to be listed on the Helsinki 
Stock Exchange. The WaartsHae NSD and Metre Finance dta- 
starts would form a diesel and gas engine company: Sanitec a 
bathroom products company; and Imatra Steel, together with 
Metre's holding in Assa Abloy. Metre Real Estate and Metre's 
other investments, would form an investment company. It 
said. 

As consideration for their current holdings. Metre sharehold- 
ers wifl be given the same number of shares m each of the 
three new companies. The assets and labilities of the parent 
group win be distributed among the new entities. 

The demerger will come into effect in about a year, condi- 
tional on shareholder approval. Agencies, Helsinki 


REINSURANCE 


investors reject Scor share plan 

Scot, the Paris-based reinsurance group, received a repri- 
mand yesterday when shareholders voted against a motion at 
its annual meeting that would have given the board discretion 
to create shares as protection during a takeover bid. 

The group attempted to play down the importance of the 
vote, with one Scor director telHng Agence France Presse that 
shareholders wanted to retain their freedom of action in the 
case of a takeover. It stressed that a simBar resolution had 
been approved at the previous two AGMs. 

Scot is periodically subject to rumours about a possible 
takeover, at a time of growing consolidation in the reinsurance 
sector. Andrew Jack, Paris 


PHARMACEUTICALS 

Teva slides to $25m in quarter 

Teva, Israel's largest pharmaceuticals company, yesterday 
reported a sharp fall in net income for the first quarter as rev- 
enues from the US market slowed. The results coincide with 
plans by Teva to step up acquisitions and strategic partner- 
ships, probably in Europe where sales already make up a fifth 
of total revenues. 

First-quarter net income fell from $31 .5m to $25. 1m. while 
sales edged up from $268m to 5269m. Sales to Israel, which 
account for 27 per cent of total revenues, fell 9 per cent; 
sales to the US, which account for 47 per cent of revenues. 
feH 2.4 per cent; sales to Europe surged nearly 16 per cent 

Analysts attributed the problem In the US to Teva's depen- 
dence on Clonazepam to generate sales while it awaits 
approval from the Food and Drug Administration for its other 
generic drugs. Judy Dempsey, Jerusalem 


RIGHTS ISSUE 

Telefonica claims success 

Telefonica, Span's main telecommunications group, yesterday 
claimed “complete success” for its Pta427bn ($2.84 bn) rights 
Issue, designed to fund a further investment drive in Latin 
America and the largest operation of its kind launched by a 
Spanish company. 

ft aimed for trading in the new shares to begin on May 19. 
immediately after payment of the final 1997 dividend on the 
old shares. It said 96 per cent of the shores on offer in the 
one-for-1 1 capital increase were accounted for by last Friday, 
Immediately after the dose of subscriptions, and underwriters 
had agreed to pre-pay the remainder. Final results an 
Wednesday were certain to show a 100 per cent take-up. 

Telefonica's share price jumped 4.8 per cent on the Madrid 
market yesterday to dose at Pta6.750. This compared with an 
issue price of PtaS.000. David White, Madrid 


DRESDNER BANK 

AMB sale to raise DM500m 

Drasdner Bank said yesterday H would make a profit of 
DM 500m (5283m) on the sale to Assfcurazionl Generali, the 
Italian insurance company, of 9 per cent of AMB Aachen er 
und MQnchener BeteUgungs. The sale, which was expected, 
Is part of the compromise under which Generali is acquiring 
Germany's AMB after taring out to Allianz, the biggest Ger- 
man Insurance concern, in the battle to buy AGF of France. 
AGF is also selling Its 33.5 per cent holding in AMB to Gener- 
al, which will buy Allianz’s 8 per cent holding as welL Dresd- 
ner, in which AlUanz has a 22 per cent stake, said Generali 
would pay a total of DM93Qm for the AMB shares, ft said the 
sale was part of its policy of reducing non-bank shareholdings 
wherever possible. Dresdner will retain a stake of about 4 per 
cent In AMB. Andrew Fisher, Frankfort 
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This announcement appears as a matter of record only. 


US$2,132,484,819 
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NE W ZEALAND 


April 4, 1998 
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Telecom Corporation of New Zealand Limited 

436,970,670 Ordinary Shares 

in the form of Instalment Receipts and Interim American Depositary Shares 


" :rla three 


Each American Depositary Share represents the right to receive 8 Ordinary Shares. Shares and ADSs offered m the global offering are to be paid for in two instalments. 
The First Instalment of NZ$4.70 and US$20.73 is payable on April 9, 1998 and the Final Instalment of NZ$4.15 and US$18.3 1 is payable by 
March 31, 1999 (the amount payable in U.S. dollars will depend upon the prevailing NZ$ to US$ exchange rate at the time the Final Instalment is due). 


Joint Global Coordinators and Joint Bookrunners 


Credit Suisse First Boston 


Merrill Lynch & Co. 


These securities were offered in New Zealand, Australia, North America and the Rest of the World. 
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New Zealand Offering — 
79,500,000 Ordinary Shares 


Merrill Lynch (New Zealand) Limited 


SBC Warburg Dillon Read NZ Equities Limited 
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Australian Offering 
59,600,000 Ordinary Shares 


Credit Suisse First Boston Australia Limited 


Merrill Lynch International (Australia) Limited 


ABN AMRO Rothschild 

Grd Minnett Corporate Finance Limited 


SBC Warburg Dillon Read Australia Limited 
Deutsche Morgan Grenfell Securities 

Australia Limited 


Macquarie Underwriting 

Limited 

J.B. Were & Son 


North American Offering 

96,117,413 Ordinary Shares 

in the form of Instalment Receipts and Interim American Depositary Shares 


Credit Suisse First Boston 


Merrill Lynch & Co. 


Bear, Stearns & Co. Inc. 


SBC Warburg Dillon Read Inc. 
Goldman, Sachs & Co. 


Lehman Brothers 


- — Rest of the World Offering 

201,753,257 Ordinary Shares 

in the form of Instalment Receipts and Interim American Depositary Shares 


Credit Suisse First Boston 


Merrill Lynch International 


ABN AMRO Rothschild 

Banque Generate du Luxembourg S.A. 

Society G6n6rale ' 


SBC Warburg Dillon Read 

Daiwa Europe Limited 

COMMERZBANK 

Akti engesel 1 schaft 


Deutsche Morgan Grenfell 
HSBC Investment Banking 
J.B. Were & Son 
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Hitachi to raise funds 
to help expansion 




By Christopher Swann 

Hitachi Credit UK. the 
financing company. Is to sec- 
uritise about £100m ($164m) 
of its loans over the coming 
year. 

Securitisation, bonds 
issued and backed by cash- 
flow from a portfolio of 
assets, is intended to provide 
a source of cheap borrowing. 

David Anthony, general 
manager, said Hitachi's 
high-quality credit book cou- 
pled with the AA rating of 
the company's Japanese par- 
ent, Hitachi Credit Corpora- 
tion, would ensure an attrac- 
tive rating for the paper. 


"Our industry is innately 
credit hungry, and low cost 
borrowing is central to main- 
taining a competitive edge,” 
be said. 

The company said the 
ftmds would help launch an 
expansion into continental 
Europe. ”1 would have liked 
to have seen Britain joining 
monetary union before we 
moved." said Mr Anthony. 
"But we may have to go in 
first." The company has 
ruled out acquisitions as a 
way of building a European 
presence. 

The news came as Hitachi 
reported pre-tax profits up 39 
per cent to £7.8m for the 


year to March 31. 

Turnover for the company, 
which is 65 per cent owned 
by its Japanese parent, rose 
26 per cent to £73 .9m. 

The retail finance division, 
which trades under the 
name of Nova, increased vol- 
ume by 47 per cent to £153m 
and gross profits by 31 per 
cent to £6.8m, thanks to 
strong demand for personal 
computer aod home 
improvement financing. 

Bad debt at under l per 
cent of receivables, is well 
below the sector average of 
1.5 per cent. Analysts are 
forecasting pre-tax profits 
for 1999 in excess of £9m. 








David Anthony, left with Masayoshi Hanabusa and Nobuynki Sakamoto of Hitachi Credit 


Thomson Travel valued at £l.lbn in flotation 


By Scheherazade 
Daneshkhu, Leisure 
Industries Correspondent 

Shares in Thomson Travel 
Group rose sharply on the 
first day of trading yester- 
day, closing 23iip up on the 
170p offer price, announced 
yesterday, at lS3yip. 

This valued the company, 
which was floated in its 
entirety by the Thomson 


Corporation, the Canadian 
publishing group, at £L9bn 
($3-1 bn), making it the larg- 
est London stock market flo- 
tation this year. 

More than 111m shares - 
11 per cent of the equity - 
exchang ed hands, with virtu- 
ally all the trading con- 
ducted by institutions. 

The institutional offer was 
six times subscribed and the 
retail offer by three times. 


contributing to the decision 
to price the shares at the top 
end of the I40p-l70p range 
after a global book-building 
exercise conducted by SBC 
Warburg Dillon Read. 

Just over 62 per cent of the 
shares were allocated to 
institutions. All were scaled 
back. The Thomson fiamOy, 
which owns 70 pa - cent of 
Thomson Corporation, took 
19^ per cent. 


The proportion set aside 
for retail investors was 
raised from 10 per cent to 17 
per cent. Thomson employ- 
ees were allocated just under 
1 per cent 

All private investors were 
allocated a flat rate of 294 
shares with a market value 
of £500. 

Just under lm private 
investors registered for the 
shares and more than 40 per 


cent of the 500.000 who 
applied, did so for the mini- 
mum £500 allocation. This 
entitled them to travel 
perks, including 10 per 
off Thomson holidays. 

Raul Brett, chief executive 
of Thomson Travel, said the 
offer had been "extremely 
well-received". 

He said Thomson’s deci- 
sion to extend the perks 
until the end of the year to 


The new FTSE Eurotop 100 futures and options 



Trade Europe’s “Top” today. 


From today, you can trade new contracts on the leading index of Europe’s most liquid stocks. 

FTSE Eurotop 100 ECU futures are launched on LIFFE; 

FTSE Eurotop 100 ECU options are launched on Amsterdam Exchanges. 

Two new contracts to help you trade Europe - on the index with the recognised track record. 

For further information please contact: AEX (Marketing Communications) on +31 20 550 4803. 

FTSE International (Client Services) on +44 171 448 1810, LIFFE (Equity Products) on +44 171 623 0444. 


COMMENT 


all those that had registered 
had allayed discontent. 
Those wbo buy the mini- 
mum allocation In the mar- 
ket and hold them will be 
entiUed to discounts after 
the end of December. 

At 193V*p, Thomson's 
shares are at a slight pre- 
mium to the market and at a 
10 per cent discount to Air- 
tours, the second largest 
package holiday group. 



AMSTERDAM EXCHANGES AEX 
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UK rights issues 

Half-way into its inquiry into UK underwriting ^ 

Monopolies and Men was Commission has already found, tvm 
complex monopolies and 28 ways they may 
the public interest. Clearly these are early days the MMCs 
soliciting all points of view before a decision In November. 
But the implication is that the industry’s recent attempts to 
reform itself - by putting some sub-underwriting out to 
competitive tender - are rightly seen as too Hole, too w. 
Asking the Office of Fair Trading to keep penoa-watch - to 
ensure steps to erode the standard fee regime continue once 
the threat of action by competition authorities has recwlwl - 

is one solution. . 

But lifting restrictions on the ways companies can reuse 
equity capital would be better. A standard rights issue may 
often be the most appropriate way* of rating 
companies should also be free to use book-bmldlng. bought 
or deeply discounted, mm-imderwritton rights tesure. 
To that end, the MMC suggestion that pre-emption rights 
could apply only to 15 per cent-plus capital increases as 
opposed to lust 5 per cent now is sensible. That would 
produce greater flexibility and still leave really big issues 
subject to shareholder approval. 

Venture capital 

Yesterday saw another chunk of European manufacturing 
fall to private equity buyers. Is this the latest example of a 
wearisome trend for industrial quoted companies, outbid 
because their capital structure does not match the venture 
capitalist’s capacity for higher gearing'/ 

The rivalry between the types of bidders can be over- 
stated. True, the past two years have seen a rise in venture 
capital activity. But industrial buyers have pulled off their 
own deals too, and sometimes bested the financial buyers: 
take Texas Utilities’ bid for the Energy Group, or BMW’s bid 
for Rolls-Royce Motor Cars. 

Undoubtedly, trade buyers are feeing more competition 
than before. Perhaps they could do more to emulate the 
more so phis ticated financing techniques of their rivals. .But 
in yesterday's case, the mooted industry bidder, David S 
Smith, would have had to moke heroic assumptions about 
delivering synergies to top the rival bid. If the market turns, 
it will get its revenge on private equity groups desperate for 
their east 

Esprit Telecom 
buys Plusnet 
in $178m deal 


By JUan Cane 

Esprit Telecom, one of the 
fastest growing of Europe's 
alternative telecommunica- 
tions operators, is to 
strengthen its position in 
Germany with a DM3]5m 
($L78m> deal to acquire Plus- 
net a subsidiary of Thyssen. 

The final consideration 
could fell to DM260m or rise 
to DM370m.- depending on 
whether Plusnet achieves 
planned revenues of 
DM8A5m for the year to Sep- 
tember 30. 

Michael Potter, Esprit 
chairman, said Plusnet and 
Esprit had marked similari- 
ties. They will be combined 
into one operation in Ger- 
many under the control of 
Jurgen Hernicbel, Plusnet 
managing director, and 
Bernd Buchholz, managing 
director of Esprit Telecom 
Deutschland. 

The group will have about 
1.400 customers and 150 staff 
in Germany.. 

It is understood competi- 
tion for the operator was 
fierce with 11 bidders on the 
final short list 

David Oertle, Esprit chief 
executive, said the purchase 
was a unique opportunity to 
take a significant position in 
the German market 

“Plusnet’s strong reputa- 
tion and its growing German 
network and sales infra- 
structure. combined with 
Esprit Telecom’s pan-Euro- 
pean presence move os 
much closer to our goal of 
becoming Europe's number 


one alternative telecoms 
company,” he said. 

Esprit operates in 19 cities 
in eight European countries. 
It is constructing a pan-Eu- 
ropean broadband network 
using advanced SDH tech- 
nology. The company said 
the first section of the net- 
work was live and would be 
formally launched this week. 
It expects to have completed 
the network by the end of 
1999. providing voice, data, 
video and internet services. 

Plusnet started Us service 
in 1994, focusing on the 
upper end of the business 
market It has two telecoms 
switches In place and is 
installing a further three. 
For the most part it leases 
transmission capacity from 
other operators, although it 
owns a 100km private net- 
work through the Rhein- 
Ruhr region. It will continue 
to provide Thyssen with tele- 
coms services for three 
yearn. 

Standard & Poor's, the 
credit rating agency, 
responded to yesterday's 
announcement by placing 
Esprit on “credit watch with 
negative implications" argu- 
ing that although the acqui- 
sition would strengthen 
Esprit’s German presence it 
would increase its leverage 
and weaken its financial 
structure. 

Esprit is quoted on Nasdaq 
and Easdaq. Salomon Smith 
Barney and SBC Warburg 
Dillon Read were financial 
advisers to Esprit and Thys- 
sen respectively. 


CWC plays down 
talks of more links 


By Christopher Price 

Cable & Wireless 
Communications, the UK’s 
biggest cable operator, has 
held exploratory talks with 
other cable companies, but 
yesterday played down sug- 
gestions of imminent deals. 

Graham Wallace, chief 
executive, said: “Companies 
are always talking to each 
other in this industry, and 
we will only be involved if it 
adds shareholder value." 
This included any potential 
tie-up with either the newly 
merged Telewest and Gen- 
eral Cable, or NTL, which 
has just taken over Comcast 

The rash of mergers and 
acquisitions has been driven 
by the heavily Indebted 
cable industry’s need to cut 
costs and losses. This was 
underlined yesterday when 
CWC reported pre-tax losses 
of £49m (582m) for the year 
to March 31, against profits 
of £80m last year, after a 
0200m restructuring charge. 
The figure reflected foe cost 
of integrating Mercury, the 
domestic telecommunica- 
tions arm of Cable and Wire- 
less, with Nynex Cable- 
Comms, Bell Cablemedia 
and Videotron. the cable 
companies. The four groups 
merged to form CWC in 1996. 

CWC’s operating profits 


rose by half to £281m. Total 
revalue rose 12 per cent to 
£2.3bn. Mr Wallace said the 
introduction of the Cable & 
Wireless brand, cost-cutting 
and a £400m network 
upgrade, would lift the rate 
of revenue growth this year. 

Mr Wallace expected some 
smaller channels to (dose if 
the Independent Television 
Commission's proposals to 
force the unbundling of TV 
programmes by cable and 
satellite companies went 
ahead. He added that the 
ITC move, which would 
allow cable operators to offer 
subscribers smaller packages 
of channels, would “make a 
huge difference to our televi- 
sion penetration". The intro- 
duction of digital television, 
due early next year, would 
also affect the company's 
fortunes. 

Television penetration 
rose from I9,i to 20.3 per 
cent. The number of sub- 
scribers increased by a quar- 
ter to 780,000, while chum, 
the proportion failing to 
renew their subscriptions, 
was steady at 2&5 per cent 

The proportion of custom- 
ers taking both television 
and telephony services rose 
from 47 to 54 per cent There 
was a 36 per cent rise in the 
number of telecoms custom- 
ers to 952JXX). 
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NOTICE OF FINAL MEETING 

Hambro fantematKonal Finance B.V. 

NOTICE OF FINAL MEETING 

Hambro bitemational Finance B.V. 

PROPOSAL FOR EARLY REDEMPTION OF 

LUF 800,000,000 7% per cant 
Guaranteed Notes due 2003 

PROPOSAL FOR EARLY REDEMPTION OF 

LUF 800,000,000 7% per cent 
Guaranteed Notes due 2004 

On 13h Decanber 1997, the Bo&d of Hembtoe PLC (tire Guarantor or the 
sbwre Notes} announced me dbpoeal of HwnbraeBan&ig Group to ScasMrti 
SWrit flhe TMepoeaT} and Be IreaMon to dBnteute to sharehokJms me 
cadi proceeds of tte&spoeri end HanmroPUCTscontmBnpshawhoIdkiBa 
in Ftembro Courtrymde PLC end HamtxolnsuBnee Sentese Group PXL The 
usposai wasoamplaiad nr 27th Fetxuery 1906. Abb n&ulLai 9tivMeich 1998 

FWi BCA wlhckswthesnanienn FS*nd tang tennA-, era* rergscf Hartnn 

PIC. 

fti 1 7m April T9B8. the Bond of Hambros nx: announced *e proposed cto* 
’WbUfiontoshawhoMereofHambroeWjC^contioeigshwBhefcaiginFlBrtmro 

Picposrt. it approved, wt be to reduce the net assets end acted of Hsrmras 

PLC. Furthemiore, on 3tth Aprl 1988, the Board announced tint 1 Menlod 
to wcommaxJ cash often that feubfect to srfftfarfinnorwBlvcr ef various txe- 
conritions) wd be made by Soum AHcan based tnvastec Group Unxted. or 
one of is suteKtelBB. to acquire the whole of the oeriraiy and twMarenca 
share capiat of Hambros PLC which w& be ri issue fdowoiginaplanenUion 
ot the Demerger ProwsaL 

As part of the capital reotganBaftm and ptsns rnertiowd above, Hambros 

RJ3 wishes to tenrenare bs guarereae riHgatkmB under ffw Notes. 

On 31st Mach 1998. Hanbro Intemsfional Hnanoe B.IL (the •Corepreer*). a 
substtary of htembrea PLC. gave notice cf a Notiriwktor Meering on 2&id 

April 1998 to wHch It proposed to seok NotehoianF ippnwsl to rrahetei aariy 
redemption of s> Notes otaaiaxting on the tenradasotoad in the Extiaondi- 
nary Resolution set out below: 

7he meeting of Notirhokfere on Z2nd April 1988 was sojourned through tack 
of a quorun. The detefe ol the acyoumad meatiPB are set out bi the Notice 
bakMt H* le Brely to batire teetapportutiirtor Notehoktore to bene* 

an— aa re . 1 » ~ m ay _ » A 

w iwiyi— w> m— w iot i— y immnpmHii onna hddbv. rm^spn 

fl)ri tha Enraordtoaiy Resolution (jet out belewO dasermes the calculation 
lor a premxxn Bceiy to be pefcfto NOBnoUas on etfy redemption. This prsmiun 
is cflfaiaeed so that Noteholders couU, subset to the meritetcondtions.be 
haposdiontoitiirwesithepiocaedBafeariyitidBmptioninsultcientliEhqijBl- 
ity Bonds (such as seortiss Issued by lha Belgian Govarmtert) to achieve 
tha same gross return to maturity as may would hew earned If me Notes had 
remained outstandng. 

Frar ItostraMve purposes ortK If the Early Redemption Rice (as described be- 
tow) had been reqwed to be deurmfewd and aaniad on 7m May 1988 (the 

Mast practicable dste prior to pubfcatifcmot mis Notice} then each Note worid 
have been redeemed at 11A53 per cant of iteprinckrelamointiogetfierwfm 
aconred hterestrthe «notn p^etfe per LUF 5DJU00 priced amose of Noh 
fndudtog accrued Merest] worid have bean Ilf 60.45B. 

For Arthv detaks please contact F8C DS Gtobel Mariren, bond Avalon flF 
nanctefadvisars to the Company) on telephone number +44 171 8851361. 

On IBtit December 1B97. tha Board of Hambros PLC (the Guarantor of the 
above Notes) amanced the dsposri ri Hambros Banking Ooc to SodM 
. GMA (me -Otepo—nand Its Mention to rismbute to sharehoftterettw 
cash proceeds ot the Disposal and Hambros FUCte contrettng shareholdings 
in Hambro Cwnywida PLC and Hambro Insurance Sovtoes Qtw> PLC. Tha 
Otepostewasoomptead on Z7th Fsbroay 1«8. tee nsdt.cn 9m ttoch 1988 

Fftn BCA wtihtirew the rirnrt arm Pi and tang tamt A- erect ratngs ri Harnte* 

OniTBiApra i99B,meBoaroolMntoro9PLCarnouncedmepropQ3eGlito- 
aftrilon to shaehoklBre of Hambros PLCbcorxroAngahMfxjleing In Hambro 

Proposal Bapcnwed, wfl betotariJcetiw net assets and capital of Hambros 
PlIX Furthatmore. on 30lh Aprti 1988. tin Boord announced thri It Mended 
toiecormMndcaEnoflerethtetsdbiscttostfsfactionarwaverritanouspre' 
conetoon^ wfl be made by 5oulti African based knrestec Group United, or 
one of ts siAMfcflarias. to acquto the whole of the owinary and preference 
share espial ri Ptombros PLC which wfl be r Issue blowing impiemanubori 
of me Darrwger FWpaaL 

As part of the cap** reorganisation and plans mentioned above. Hambros 

PLC wishes to terminate Its guarantee obagatians under the Notes. 

On 31st Much 1098. Hambro International France B.V. (tho ‘Company’), a 
sUxadory ri Hambros nXL gave nonce of a NofenoldBrs 1 Meeting an 22nd 
Ajrtlfla&ntvirtchl proposed w setiuNctehotoeri tetonritomteweneoty 
radempltoiafalNotesautsaDcttigonmetermsdasertoedlntheBdraorri- 
nary Resolution eat out beta* 

The meeting of Notehokters an 22nd Aprf 1 BSS was adjourned through leek 
ol a quonm The detalb of the atfiwaned meeting ae set out ii the Notice 
bteowHtobtetety to be the tea opportmtly Mr Noteholder to beneflt 
fyomthepotantteiprainiui) being ofteed by the Company In order 

ft) of tire Exiraoirinaty Resolution feet out below} describes the cricufaUmi 
to a premton Wy to be paid to NouhoUare on ewty redvnption. ITto premium 
is calcufcmd so that Noteholdsre could. sii3(ect to the market conations, be 
kiaposbiontorejiveEtthBteocaeitoriaartyredwnptoninstefictenihl^iqiai- 
ly bonds (such es securities issued by the Beigem Government) to achieve 
tiw same gross return to maturty as they would have earned if the Notes had 
remained autstandtog. 

For lustntilvs purposes only; if tiw Early Redemption Price (as described be- 
low) had been required to be datanninad and sorted an 7m May 1998 (the 
tana prectabis date pnortoputtotionol Wa Notice} then each Note would 
have been redeemed ri 111 95 par cent ol to prinopsl amours together wth 
accrued interest; mo Bmouti payritie per LUF 50000 principal aitoirt ri Notes 
(torturing aocrued Moreet) wotid how been LUF 56.755. 

FbrtottKr dBtrib ptaase contact R8C DS Gtobot Markets, band dhnion (fi- 
nancial advt&are to the Company) on telephone runber +4s 171 S65 1361. 

- NOTICE OF ADJOURNED MEETING 

of the hridera of the outstandng 

LUF 800,000,000 7% per canL 
Guaranteed Notes due 2003 

of 

Hambro International Finance R.V. 

NOTICE OF ADJOURNED MEETING 

ri the holders ri the outstandng 

LUF 800,000,000 7Va per cent 
Guaranteed Notes due &X)4 

of 

Hambro bitemational Finance B.V. 

NOTICE S HfflfflT Gft®l thte me Meeting of the hdUere (me HotitiwUenO 
of me rixwB Notes 0he Ttotea^ convened by Hambro Intamaflonaf Finance 

KU phe -CDmpreeO kr 2&td Apri 199B by me Notice dated 31st Maroh 1988 
and puMahed In me Ftomciaf Times and the luxembugar^ Wbrf and dBtivered 
to Morgan Guaranty That Company of New^ Vbrk. Broamta office, as opvator 
of the Euoclaar q^em and Cadel Bunk. socUte anonyma an thtf date was 
adotmed through lack of a quorum and that the ad|oumed Meriting wl be 
hefdtfthaoficnof KredtatiankSA LinenttouBBOteeat43bodkMaRf FtaynL 
L-2S55 Luxamixug on Hjeadqn 28th M^y 1998 BtZOO pun. (Luxemboug 
time), far thu purpose of coraktofing sod, if thougts fit. passing the rase**- 
fionsetoUbeiowwhicmw91»Froc3oaedbythflCompwtyasan&ir«)rt*Bry 
nsearutfon in accocdenoe wBh tha provisionB of the fiscal agency agreement 
detori 12th Jiiy 1993 (the ITbobI Agency Atpeemenf) between the Cctn- 
parv Hamhros PLC «nd Kredalbmk SA LiMsmbougeolsB (Ihe “Recto AgmO 
relating to the Notes. 

Extraonfinaiy Resohition 

That this Meeting of ihe hoidare (Bib Tietohuhlet^ of the ottistandUg 

LUF fl0g0Dft0007te per cant Guaranteed Notes due 2003 dtiieftoteelri 
Hambro Mari iuUuilA Finance B.V. baued pursuant to a toed agency agree- 
TOl dated 12th Jriy 1903 (the -Flecal Agency Agreemeon. erttoad Into 
between Hambro MerrHonaiFkwnoBB.Vt'HuiiitjroB PLC and Kwritebarit 

SA Luxemboiageaise fas Flscd Agenq hereby: 

(1) sanctions and approvee ti» eerfy lepeyment of al of the Notes mu not 
some only} on the Revised Ftettorption Date ^s defined below) at the price 
daaertoad below togstherwahMerettacauidlnaccoBlBncewilh tha Ttera 
and CondHons of the Notes, al subject to Condition Sol the Nolae. Tha 
price at which the Notes shaB be rapaidahrii bathe higher riper and the 

Earjy Rademption Plica (ndescriied bekm) (saqinnsed aa a percentage 
of each LUF SDJ000 prtnclpslamtxrt of the Notes rounded to three deo- . 

■■ imeiplacett. 00005 being rouidsd upends}. The arty Ra3erq9tionT^foe 
shal be oscartatiied by the Fiscal AgariesailliX) am (Ustembcug time} 
ontheBustoBsaDaytotowngmedayonwhfchmeExtracidkYryResoki- 
tion is passed (toe Tfctog Datel- The Early Redemption Prtocjhafl be 
detemtood as me sum ri the dfccourtedvteuesri ritotm payments ri 
prirclfri andMereaduecn each UJF 90000 prfeictoei amount rithe Notes 
as at the FbtogDrietiess accrued interest^ The dboouil rate flpptisd to 
•aefi cmhtow aha* bo Interpolated from Iho ytctds lo/nteuriy onanan- 
nueltjaaisrieppeoprtstobendYnatXtlxedlaoorneBOciMtas lasred by tha 
Be(jen Government pha *Bati a— mmant Yield CmveT. The reievari 

BEM Government YTeld Clave ihri be obtatoed torn the RBJIBTS screen 
BSIMKatliJX>amLutembourotbmon1haFWngDteB.9udieerlyre- 
p^Tnertshrioooronthedatetateigonthetxxtaerthcalendardsyfotow- 
lng the day on which this Extraorefinery ReeoMBn Is paseed (the Untoed 
ItodemiWtouOwW^ but where such day le not aBuskwssDiy.sum re- 
payment shal be postooned to the next BushwDiy. For the pixpoees 
ri ifiis RanUion. *Baetaeu Day" meens a day on which berks am qpan 
icr business in Luxembourg, Brossete end London; and 
g}BancfloraewryabrogatiorLniod6atilon.compit»nltocratiaigBmeritin 
reepect ri the rfgha ri the NotehoUars aid me holders ri the coupons 
appertaining thereto ageirol Hambro Wemtetonri RnenceBtf kwohred 
in or msriting ton the paarfig rititeTteriutSoa 

The ftrsaUlon. if ptosod. writ enable rite Compary tornaheeneertyredwito- . 
fen of ril the Nous outstendhg at vMchever price shal be the higher of par 

and the EwtyfMtenpOan Prica. The Earty Rademption Pncavte be dteannln- 
edontheBuomeesDesrfelowkigmotkvonwhichmB&draoKfinaryRBoalu-. 

9on b passed, and the Notee wt be redeemed on the data faBng on tha 
. fcutoMithcBfendBrdayaftartheExtreordnanrRescilutxaiispBssadCorihhte 
tonriaBudntosDGwonthaitextBiaineoDByihBreBitoVAsGOorrastapracti- 
cable attar the darermlnatSon of tha Esrfy Redemption Price, me Osmparyvg 
notHy the Noteholders of the prioe te whidi ttm Notes wfl be redeemed and 
the dato ri me Revtaed Redemption Dale. 

The anertSonolNateholdBre Is pertkatorlyriawn to the quorun requtied tor 
the «(ounad Meeting which Es set out h peragreph 3 ri^ bating and OxxotT 
below. 

Coptes ri the ftscaf Agency Agreement fndudng Ihe rasrentiy appBcabia 
ContflJons ri the Nowri and the Amual Report and Accourtis tar me yew 
onded 31M Manch 1997 lor tho Company aro avaisbla for irMpvction by Noto- 
hoidere a the apocSed office d the Ftooal Agent set cut below. 

Voting and Quorum 

1. a Noteholder wishing to attend and vote at the srioumed Meeting hper- 
sonmurf prottijoe at the adjourned Meeting etiher tha Notefs}, ora wAd 
voting ceriScateorvsld voting csrtttictees Issued t* the FboriAgemretat- 
VigtolhelWitijHkimapertriwtiichhewtsbestovote. 

A Noteholder not wishing to atfwrfl and vote at tneafloumed Meeting In 
parson may eHier detiver Ws Not» or voting e«t*ato« ® 9*P«asn 
he wtefwa to ansnd on his twhelf or give a voting Instruction (on a votng 
kistruetion farm avetiable from the spadflsd o«oe ri the Fiscal Agent h( 
out Wtiow} irestrocting the Bscaf Agent to appoM a proxy and vote at the 
adJouned Meeting ki accordance wtm his IretruCtions. 

?35» may be deposited wllti tha Fiscal Agent or (to the satefection rithe 
fiscri Agen® held to to order or uidar to ccrtroi by Cedte Ba*. sodtite 
an«xiyrneteMoiganGiBrar4yTrurtCornperiyriNBaVbrii,Brossalsof- 

flea. as operator ri the Eurocteararom. oranyomy person atgroyed 

by ti, to the pup«>» ri obteMng csrtlBc^ d^wdngjwir^ 

bora in respect of the retetive Meeting moWaWng proxies, not Merman 
5Kusb3Eti»*™appolnMtotx**xjti»ai|ounedMBaikigNjteB 
so depoefted or not be reteesed unta toe euMer ri the condution 

of the adjourned NteaBng.andthegurendBr cfitevc^cettiacmWw 
not less tfwn 7H hours before the time to which the adorned Meeting a 
convened, the vottog Instruction receteW toad kt respect thwoL _ _ 

2. Vbttia instructions rfv®" k* respect of the MatetngcPnvsnedior2SndApa 
l^Sw* be void tor the a^ouned Meeting prtwtited Bite noHkredfon 
ki writoB of nwoeafen or amewtnwr* of tha voting Manjchonals reotiv- 
edWrTow Hacri Agn or by the Chakman h earn case net lees man 

48 nous before the commencement of the adjourned Meeting. 

1 Ttoguaun required rime aejoumedMaj^tt two or mom pBsggpoa- 
srefci parson hotting Notea or vtXkgcertacates or bWng pKalM vmataver 

memincteriaiiounrofiheNotessoheldorivnreeitod. 

4. BverysuaationsrisnilBBdtotheaifloumedMaafirsiwflbedaddBdona 
SwrifrenSurleesBponieriJydemendBdbytheChatimariofmead- 

ioumed Meetta or the Company or by one or more person) holding one 
brmoie Notes or voting «»tiB^orb^pm^^holi^ orr^ 
awttol in ttw eggegaia not tees than onefltom pert ri the principal amounr 
- of the NOtea tome timebeingoulafairing. One show ritonde every par- 
«xi whote present In person wd produoes a Note or voting certiticeie or 
tea proxy ritaa haw one vote. On a pol every parson who Is ao preterit 

ahri have one vow kimteisctri each ILF SfUMOprinripalaTioiM ri Nries 

SO produced orreptwentad by me votmg certWcriesoproducedorkiiw 
sMdof wTSch ha is a pros* 

mrei^na ri not teasthen ttvewquartafa ri tha wosa caaL n gaasoa, me 
ExiraoR&y iteaoUtan wl be bfnring on al the Notehoktaa, wftoher 
^notpraSmaiauch adjoined Meeting, and upon al the hoidare ri me 
Coupons appemMOD io the Notes. 

Fiscal and Fhindpd Prqring Agent 
KreiMbaticSAUiwtoxjgBobe 

43, boutatoid Royal 

L-2955 Lueenttourg 

Hambro international Finance B.V. 

12th May 1998 

NOTICE £ HBQY GNBI that tor Msetng of the holdere 0he UtouhoktanO 
of the above Nates (the ’Notes') convened by Hemtxo Memrikmal France 
avfrw -Compreno lor 22nd April 1838 by the Nonce dated 3iM March 1998 
end pubishad in the flnsnciel Ttoios and ttw Lurembuger Wbn and deCuerad 
to Morgan Guaranty Tart Company ri New MxK Bnssels office, asopento 
ri the Etaodear system and Cedd Baric, sooMe anonyms on that date was 
aejoumed tiveugh lack of a quonan and that tiw adjoisned Meeting wB be 
hem ritiwaHoas ri KredottrericSA LiMmbcugooWea! 43 boutovard RoyaL 
L-295S Luarrmig 91 Unsdm 28m fltey 1998 ri 245 pjit. (Luaxrixxig tane). 
or ri such time thereafter as the adjourned Meeting convened In respect 
of titaLUF8CIQAa(U10079i per cert. GUaRanteed Notes due SKBrithe Compa- 
ny shd ham been concfcjdBd,1ar me purpose of considering and. > thought 
lit. passing the rasakrion set out bekwrwhchw* be proposed by the Com- 
pany as an Extraordinary Resolution In accordance witti the provisions cti the 
fiscri agency ageemert dated iSthFebnary 1994 ghe*Hwaf Agamy Agee 
mted*)betwnanlheCompany,HBmbroen.CBndKredett]ertcSALux8m- 
bougeoBe (the "Rscal AganT) retetog tn the Notes. 

Exlraoiifinary Resolution 

Thai this Meetetg of the holders (me “Noteholder**) rf tiw outstandng 

LUF BOOjnXLODO 71b per cent Guvarteed Notes ctoe 2004 (tiw -NetMT} ri 
Hsmbro Marafional Ftoanoe B.W bated pusust to a fiscal agency agreement 
rtsed 15ih February 1994 (tiw 'Fiscal Agency Ajpaement*). entered Ho 
between Hambro IntBfnriionafFxwwB.VL Hambros PLC and Kredtetbank 

SA Luxsmbowgeofse (as Ftacai Agent) hereby: 
ft) sanctions and Sprouse the early repayment ri at of the Nolee (but not 
some only) op ttw FlnvteedricdmytionDteE (as daftoedbtiowj a the price 
dasorfced below tugBmerwteikteag) accrued naccgtianoa wtm theTtems 
and Coreftons ri the Notes, afl subjea to Oondtion 5 of tha Nates. The 
. prioe at whkm tiw Notes shal be repaid chal be the higher riper end tiw 

Erity Redemption Price tea dastxtoed batow} (expressed as a peroertaga 
of each LUF 50,000 prirwpal amotne of the Nolos rouxted to throe deo 
knsi places, a00Q5 being nuided irowanls}. Ths Ewty Radamption Price 
shal beascartakwd by the Fiscai Agent as st 1 liB Am. : oombeug time} 
an ttw Buteiess Day mowing ttw day on whkmihisEiikJuidlHryRBSOlu- 
tion Is passed (tiw Tiring Date"). The Early Redemption Price shal be 
. detemtoed as the sun ri ttw rtocomud vetoes of al future payments of 
principal and Merest tfcw on each LUF 50000 prtnojwlamaM rithe Nates 
as at ttw Fixing Date (ass acciued Merest). The riscoiM rate eppled to 
each cashflow shal be Herpriatsd tram the yields to maturity on an an- 
nuel baow rianproptkwrbenchmarit fixed torome securities issued by tt» 
BelgMi Govtimmert (ttw TBBM Gc— nment YMM CunWT. The reievent 

B04 Government Yield Curve shaS be cbtakwd kom ttw FCUTHTS screen 
BEBMKst 11.00 ajn. Uscemtxxi'glxneantheFbdngDwa.SudieeriyFe- 
payrwntMoouontlwdatetdfiigontiwtouriBenihcatendardaytalow- 
Ing the day on which thte Extraor*my Reeotetion is passed (tiw *newfaod 
rttetusiUuu Prie“). but where such day Is not a Business Day, euchre- 
payment ahel be postponed to ttw next Bustoees Day. For ttw pixposn 
ri this Resolution, Ttasfcwss Day" means a dsy on which bonks are open 
far butoees in Luxembotig, Bnumb and London; and 

C)swictk»w every abrogation muutfcatioaciinwromiaewanMyBmBnttn 
respect of ttw rights ri the Notehokters and ttw hridere ri the comore 
HppriieMng thereto agairai Hwribro MamHonri Finance B_V kwohod 
te or renAlng hxn the passing ol this FtasoUtoa 

Ttwnasokitfan,ttpBB8ed.wHerablettwCQrrcAnytomahaaneortyiBdamp- 
tion of tel ttw Notes txristantftig at whichever price shal be the higher of par 
andttwEartyRedemptionnfaaThaEsriyRademptionMoewabedetemto- 
ad on tiw Busewss Oey faltering tpedtay on which ms Exuauidi wry Reealu- 
tfanisptesed,BndtheNote£wflberedBermdonttiedBtafaiangonthelaur- 
tsentii catender day firter the ExBaordnery ResokSlon Is passed (or B that is 
not aBuskwsa Day, on ttw next Buriwes Day ttwreriW}. As soon as IB practi- 
cable rfwr ttw determrwtion ol the Early Rademption Price, ttw Company wB 
notily tiw Noteholders ri ttw price rt which ttw Notes wfl be redeemed and 
the desie rime Revised Redemption Date. 

The attention ri Noahoklere b pertteutoly drawn » ttw quorum required far 
tha adjourned Muring which Is set out fa paragraph 3 & Tfattog aid OuarunT 
beta* 

Coptes of ttw Fbcat Agency .Agreement tincturing me curenuy appfcofcto 
Condtions of ttw Notes) and ttw AimM Fteport and ficooum for the year 

ended 31 st March 1997 ter the Ccmpenyamarriable tar nspecuon by Note- 

hoktea ri the specified Orica of the Fiscal Agent set out betow. 

Vbtfng and Quorum 

1. A Noteholder wishing to attend and vow a the aejouned Meeting In 
person must prodkae « me adfaumed Meeting after the Noteft or a raid 
rotingcwrtlflcaeorvsfclvoengoattScatesIssuedbyinaFtecalAgBntretai- 
teg to the Note^. in rwepett ri ritoh tw wishes to vote. 

A Noteholder not writing to Miend and vote at ttw edjouned Meatxig to 
person may either driver his Notes or voting ceroticaiefsf to ttw person 
he wiriws to attend on hb beheif or gnre a voting traduction (an e vcdng 
insauctlan farm avriebie trom the spsafwd office rithe Fecal Agent set 
nd brim) instructing the Fiscai Agent to appoM a pn»y and vote at ttw 
adjoined Meeting ki aoocxdartK writ Iks trBauctions. 

Notes may be deposited with me Ftecal Agent or (to the satisfaction rithe 

Fiscal AgenO hem to Its order or infer its control by Cedsf Bank, soctttt 
anonyme or Morgen Guaranty Trust Company ri New Yfcrk. Bnwtete ol- 
Itce; es operator ri the Euoctaer system, or any other person approved 
by R. fat ttw puposa ri obtaining voting cretficataa. gtvtng voting instruo. 
tkms h respect ri ttw ntettvs Mooting or obteMng proxies, rut later ttwn 

48 hows before the time appoMsd far hd*g ■» adjourned Meeeqg. Mans 
so tfcpoSkad cr held «» not be released inti the eariw of the conefaston 
ri ttw amounted Mstetog, ana the sunender ri ttw wting certtflcalejs) oc 
n« less ttw 72 hous befbre ttw time lor which ttw eckoumad Meeting a 
convened, ttw vakig Mrimsfan recefpt(s} Issued fa respect therari. 

2. VtatteatoagucaonagWBn in wapact of the kAwung convened far 22nd Apr! 

1998 wfl be vald tar ttw adjourned Meeting provided mat no intimation 
fa writing of revocation or amendment ri the voting instructions is receiv- 
ed tram me Fbtal Agent or by the Chatman, m each case not less than 

48 hours before tne eorrenuncamert ri the adksuiwd Meeting. 

3. The sMnmiequbeari tiw adkxxned Msetng b two cr more penons pres- 
ent fa pensorthridfag Notes or votinacerttScatas or being piades whoever 
ttw principal amount rithe Notes so held or lepwsanted 

4. Every tesstion submitted to ttw adfaumed Meeting wU be decided one 
show of hands unteas a poti is duly demanded by ttw Chatiman of ttw ad- 
journed Masting or the Gompary or by one cr more persons hotdkig one 
or more Notes or voting oenttkates or befag proxies and notofag or repre- 
swung in ttw aggsgris not less man ono-ttteih pat ri tho prinopei amom 
rithe Notes far ttw tone being outstendfag. On astawri hands ewiy per- 
son who is present In parson and produces a Note or voting cenfflctoe or 
* a proxy shal have one vote. On a pol every person who is so presets 
shal have one vote h Kmart ri each LUF SOOOOpnropalamoirtri Noras 
soproduaxtormpresnrtsdbyttwuotingcerttticaesoproducedoriniw- 
apart ri which he tea prom. 

& To be passed, the Bdraonfinary ResoUlon requMo a majority in fame 
ennsisang ol not less than ttrco-quariere of tne votes casL It passed, ttw 
ExbBOrinary Resolution wl be binding on al ttw Notehokters, whether 
or not present at such attuned Meeting, and upon aS the holders ri ttw 
Coupons appenafalng to the Notes. 

Rsrsf and Prtndpri Paying Ageitt 

Kredtetbank SA Luxembougeobe 

43. borievad Royal 

L-2E65 Luxenrfaoug 

Hambro International Finance B.V. 

lattiM^iew 



NOTICE OF FINAL MEETING 

Ham b ro International Finance B.V. 


PROPOSAL FOR EARLY REDEMPTION OF 

LUF 600,000,000 9 per cent 
Guaranteed Notes due 2002 


On ism Decamber 1097. the Board of Hamcnxs PIC (me Guwntor of me 

aboM Notecy arrourx^ me disposal of Ham^ Barl^ Omup to SooM 
GSnriate (the ■O tep o e W) and Be mtewton to dstnbute to st w rehtfOera the 
cash proceeds of me Disposal ana Hambro PIC's contraBng sharahokkngs 
n Hriltoo CotnbyHftto RC and Hjntbro faarance Services Grub PLC. The 
Ospoeal«aeceRi(MUd on Z71h Fobiuarv 199S As a nac. an Sm Macn 199S 
Rfch BCA wChdew #ie short tom F3 ana tong ami Ar ered: ratings of Hvrtxoe 
PUL 

Ctol 7m Aprt 1998 ttw Brad riHarrtiros PLC amawwrt ttw popesedde- 
trfcution to shareholders of Hembree PLC 5 cornraong stvnKXtng n Hsmtxa 
CotHrywlde PLC (the Datwgn Propoan. The rttea of me Demerger 
Proposal * approved. «A be to reduce me net asses, end caput of Hambros 
PLC. Furthermore. on 30th Apri 1998. me Board announced mat 0 intended 
to recommend cadi otisra thattsutya to saistacnon or waiver of vanorcpre- 
condMonsjW be made by South Atncan based investee Sag Unwed, or 
one Ol He smskHanes, to acqure the vvnole ol me ratinary and preference 
snsscap&ri Hambros PLC whchwd be in saw tatiownginpiernentanon 
of the Demwgsr PtoposaL 

As pan of the capttai reaganttanon and plans marooned Move. Hhmbreo 
PLC wishes to tgmHa» IB guarantee obflg a aons under the Motes. 

On 31a Marti 1988, Hambro to ama aorot Finance B.V (the "Company"), n 
srtsMary of Hambros ftC. gam notice of a Noteholders' Meeting on Zfad 
Aprt 19» rt tt proposed w> seek MonhokJertf eppiwS tomato meaty 

redemption of ae Notes omst a nd fa g on the terms desotod n the Extraordi- 
nary Rseotution sat out below. 

The meeting ol Noteholders on Z2nd April 1998 was accounted tnrou^i lack 
ofaquonxn The detafe of me aefeumed meeting are set out m the Notice 
l lie mi Tltie la In lai Hie I mi onwimetin ksflmshufclwln htewitlT 
from the potendsf prembsn being offend by the Company In order 
to coatoetwata Invasion tor earty redemption of the Notes. Paragraph 
(1}rf the Ex t awAn y Resolution fret cut Deiowi deserfaos me catcriaiwn 
tar a premunliiefy to be pad to Nrtshrtdere on earty redemption. Thspre- 
mum te cafcufeaed so that Motehcfcfere could, suevect to me market cond- 
Ttons, bar a pc»«»n to ranwsl the proceeds ctfBaVrsdirnptKir in suftoeni 
high quaNy bonds (such as sacurttiee issued t* the Belgian Government! to 
achieve the same gross return to mamny as they would have earned if me 
Notes Had remained outstanding. 

FOr MM purposes only. If me Earty Redemption Price (as described be- 
low) had been requred to be determined and settled an 7th May 1998 (the 

taatt practicable date prior to publahcn at this Nc ac et men aaar Mote noiia 

hno bean redeemed a 115.60 par cere, of as pnnopafamom together m h 
acciued intense the amom payrttieper LUF SOuOOOimQpafamoavol Notes 
Cnduring accrued interest} would have been LUF 58.262. 

For fcxtturdeteis please contact R8C OS Gobal Markets. bend drwsion (6- 
nancH abusers to the Company] on telephone number — M 171065 1361. 


NOTICE OF ADJOURNED MEETING 

of the holders of the autsundng 

LUF 600,000,000 9 percent 
Guaranteed Notes due 2002 

of 

H a m b ro Inter nat ional Finance B.V. 


NOTKX 6 HERffiY GI»*N mat tto Msetng of me Itodeis (the ttoMwfcfaMO 
of me abmre None (he Koten conmned by Hamtao treemationei France 
B.V.fthe ■Compel) for eatJApnl 1996 by the hkttcedated3lsf March 1B9B 
and pdbhtiwd n the mandat Tmes Bnd the Luxembuger Wfart end defamed 
to Nkxgan Guaraty Trial Company of New VaK. Brussels office. as operator 
rt the Euodeer system and Cede! Bart, sooto anonyms on that data was 
aejoun ad Ihmugti lack of a quartan and tha the aejoumed Meeting wil be 
heU at the offices d Kiedtatba* SA. Luxembougxxse at 43 bodevard RoyaL 
L-2955 LuasTtnag on Tuesday 26m May 1998 at 330 pim. fLuxamtXMg time), 
or a such time thiraaAer as the adjourned Meeting convened n respect ol 
the LUF600JDOO000 7 Viper cent Gu®ar«e«J Notes cfae 2004 of the Compa- 
ny shaft have been conducted, for the purpose of considering and. if thought 
m. passing the resokjtion set out below which wM be proposed by the Com- 
pany as an ExtreoRSnay Resolution in accoidanoe wnh the pRjwskms of the 
teal agency ageemert dated 31 g Marti 199B (the *Hacal Agency A gran 
ment") between me Company, Hambros R.C, Banque hdosuo; Lmenboug 
SA. (now known as CMdt Aqricote Mosuez Luxambow® {the Ttecai 
Agent*) and CrAdtt Lyomais Luxamboug SA (with the HRsoal AgertT) to- 
gether "Paying Agcnto?) relating to the Notes. 

Extraonfinary Resolution 

Ihat this Meeting of the hoidets (the *Nateteldei**) ol the outstanding 
UJF60fUXKUX)0 9 per cert. Guaranteed Notes due 2002 (the ‘HMee'jof 
Hambro Ims ma tieiBf Finance B.V. Issued piastre to a tiBcat agency agreo- 
me« doted 31 st Maroh 199B (the Tlscd Agency Atjaemantj. ertsred mo 
between Hambro lri w rr it»lu nalHnBncea\f. Ha ny a o t, PLC. Banina ndosuaz 
Unemboug&A (nowknownasCrecktAgricolBlndasuezLuuniboiigKas 
Rocti Agen^ and Crtrit L^onraas Lucembtxsg SA. hereby; 

(t) sanctions and approves the early repayment of a* of the Notes Rxrt not 
some orison me Rovtaad Redemption Date (as deftned below) at the prioe 
deaotoed bdDw mgeBw kearest aaaued h ratine wth the Tsm« 

and CondUons of me Notes. aR subject to Oondtion 5 of the Notes. The 

prioeat which me Noes shal be repaid shal be the rigtw of par and the 
Eariy Redemption Price (as described below} (expressed as a peroBriaga 
of oaii LUF 50.000 phnopai amouri of tha Nobs rounded to three dec- 
imal places, 0.0005 being roundal upwards}. Thu Eariy Redemption Prica 
shribeaacertaRiedbyiheHBcalAg0*asaiii]Oa>n.fljuMBirboiagtlnMf 
onmeBusInaBsDeytotenlngttadayonwftichmisEx&aoidnBiyRatdu- 
tkxt u paseed (he TWng Dwtel. The Eeriy Rademption Pnce eheti be 
detsnmkied es the eum of Ihe riscouxed values d al future payments of 
prinripel and Merest due on each UJF 50000 prtndpelamoiat of me Notes 
as at the Fixing Date Oesa accnred Meresq. The ttiscount rate appled to 
uriicaritikMrsheUbeireBq>olatodlromtheyiald£toinatixnyananBr>- 
n^l basis of appropriate benchmark feed meomeseevrties issued by the 
Belgian Government pto TBit Gkmmnent YMd Cureel. The relmnt 
BSul Gowemnient Viold Cweshafl be obtanadfram the REUTHTS screen 
BBMKatT1JX>ajn.LuxentbourgamoomtwFbangDolaSucheariyn>- 
pgvmantshaloccvanthaaatetaSngaimetouneenmcatandardayfol- 
lowing me day on uMch tta ExtroonSnary Resokibon is passed (lf» T(b- 
vieatf n e d e m pMon Date *7, but where such day B not a Buanesa Day. 
sudhrepeyniBr(5halbapanpQneatothBnBa8uiimeEeDBy.Forihepif- 
poses of this Resolution, 'Busfcwes D«ir means a day on whch denies 
are open tor butinees n Luxembourg. Brussels retd London; vd 
(2} &jxJl on 3 Bvety abrogaOon.moc6icatioacornp ro in S «orgranoernentm 
respect of the rt^ss of me Nateholdeis aid the hriders of the coupons 
ap p uitalning thereto against Hambro Interna ti onal Finance B.V kwotued 
k> or reedting from the paastiig ol thie ResohiUcsv 


TheResaUian,irpaEsed.wflenBbtemeCampanytoinal<eaneariyledemp- 
tlon of afl the Notes outstexJng at whichever pnce sha 6 be the higher of par 
8 ndthBEBriyRedempaanPnce.TheEartyRedemptnnPrlcevMabetMtennk)- 
ed on the Buetoese Day fdcmlnB 9 » day cn vdxch the Borawdnary Resolu- 
tion b passed, and tha Notes wfl be redeemed on me date fating on me lour- 
teenth calendar day altar the Extrantinanr Resolution e passed |or if that if 
notaBreroessOationmanmtBusinas&DQythereafteri.AssQonasispractl' 
cable after tha dstemhation of tha Earty Redampban Price, me Company v»a 
notify me Noteholders of the price at which the Notes Mi be redeemed and 
the date ri the Routed Redemption Date. 

The attention of NotehoWsra is parecutarfy drawi to the quotum required tar 
the adjourned Meeting when es set out in paragraph 3 of "Voting and QuvuiT 
below. 

Copies of the Fiscal Agency Agreement (notating the currently applicable 
ConriUcns at the Notes) and the Annual ftepon and Accounts tor the year 
ended 31 5 t March 1907 for tha Dampa^ are available (or Inspection by Note- 
holoera at the speeded OfHca of the Fiscal Agent s« out betow. 

Voting and Quorum 

1 . A NotahoWar wishing to attem and vote a me adjourned Meeting ki 
person nun pmrijoa ri the arioumad Meeting eiher the Motets), or a vsid 
voting cai B uue or uaM voting cB tf i cffl e s Issued by a Payhg Agent relai- 
Ing u the NotefG). In respect of wrich he rushes to vote. 

A Noteholder not wisting to attend and vote at the aefouned Meeting In 
person may etiher detiwr he Notes or voting certiRcriefs) to me person 
he wfenes to attend on nis behalf or gnre a voting instruction (on a voting 
instruction form aniabie tram Ihe speafied offices of me Paying Agents 
set out below) instructing a Paying Agert to appoint a proxy and vote at 
the ac^oumed Meeting n accordance wWt hts naovettons. 

Notes may be rfeposfesd with etiher Raying Agert or (to the saafaction 
of such Pe}*ng Agent) held to to order or under its oontid by Cede! Bank, 
sodete anonyme or Lta^nGj» 3 rty Thra Company ot New Ybrt^Bnis- 
stibalice.asoperateofiheEixociearsystem.oraiyoiherperscxiBp- 
proued by R. for the purpose of obtaxrog voting certificates, {prtng voting 
batnjetions in reepect oMhe rebtive Meeting or oetaring prunes, not Bier 
than 48 txxas before tne tme appoMad Ibr hearing the arioumad Meet- 
ing, Notes so deposed or held wfl rut be released untt the safer ol me 
concbjBlono(ihearioumedMeetfng.anamesuTBnderofthevotxiaeer- 
OlcBte (4 OL not less than 72 hows before me time for which me adjouned 
n tet ti ngB convened me voting baauctionrecemita s s r ed m respect there- 

2 . Vbtbig Instnjctions given in mqiect of the Meeting corwened for 2 &Kf AprS 
1 BSS w* be vaH lor the adjrxmad Meeting provided that no xmmaUon 
mwritingofrevocrilonoremetiekTientoftHevoonginstnjctioriiksieceiv- 
•d Aom either Rayteg Agent or by me Chakman, n each case not less than 
46 heus before the commatcement of the ati|oumed Meeting. 

3 . TheQMVunrequIredaimeariaumedMeedngistwoormQrepsrsaBpres- 
ent ki pwson hokting Notes « vothg certificaas or Deng proses whatever 
the pnnclpal amount of the Notes so held or represented. 

4. Every quaetionsubmiaed m the arioumod Meeting wt be d«3ded on a 
show of hands urtess a poCte duly demanded by tiw CharrTian of tha ad- 
founed Meeting or tiia Compwiy or by one or mom persons hofcSng one 
ym(yeNctiescrw^certiflcatas or bong praties and hofcfing or repre- 
senang ntheaggegreenollBsemanone-fBieihpanolltw pmopel amoun 
of the Notes lor thetime being ou&tanring. On a show tti hands evay per- 
son who * prawn fei person and produces a Note or voting certicale or 
s a proxy shal haw one vote. On a pofl every person who es so present 
shrf hare or* vote in respect of eoch LUF 50000 pmceafimourtol Notes 
so produced or represented by the voting certificate so produced cam re- 
spect of which he is a proxy. 

5 . Tb be passed, the £ x tr j oitlnflry Resolution requires a ma)onty In favor 
conateing of not lees then threw-fourthac* me vanes cast K passed, the 
Euiaxdi naty Resolution wB be binring on al me Noteholder;!, whether 
or not piotert at such abjured Meeting, and upon rf the hqldeis ol the 
Coupons ^pertantog to the Notes. 

Reeal and Principal Paying Agent 
Credit Agricole hdosuez Luxamboug 

39. aHe Schaffer 
L-2S20 Luxanboug 

Paying Agent 

(MdH Lyonnais LiniRfbatigSA 
26 A, boufcwsfd RoyaL 
L-2449 Unemboug 

Hambro International Finance B.V. 
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Consolidation likely to follow a paper celebration 


Bating deter 


Jonathan Ford on the future of the sector as Jefferson Smurfit’s US unit merges with Stone Container 

J efferson Smurfit. the where it can take the lead in allowing Smurfit - which cent Morgan Stanley will be a heady SSba ■ equii 

Irish multinational pack- cutting capacity to restore ended up with 46.5 per cent left with 9 per cent of the nine times its ' 
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J efferson Smurfit. the 
Irish multinational pack- 
aging group, was cele- 
brating yesterday. After five 
months at patient negotia- 
tion, it announced plans to 
merge its US affiliate with a 
rival. Stone Container, in a 
deal that will create the 
world's biggest paper-based 
packaging company. 

The new group, Smurfit- 
Stone Container, will 
account for about 20 per cent 
of the US market for corru- 
gated cardboard and 12 per 
cent for folding containers. 
It will have annual sales of 
more than S6bn (£4£bn). 

“We have said for several 
years that we wanted to 
expand in the US because we 
see It as the world's most 
attractive paper and packag- 
ing market," said Dermot 
Smurfit, deputy chairman. 
“This transaction fulfils that 
objective." 

The triumphal tone is 
understandable. Tbe deal 
solves a number of strategic 
problems for Smurfit that 
have held it back from 
expanding in the US and 
playing a part in tbe ration- 
alisation of tbe paper indus- 
try there; 

First, tt lifts Smurfit-Stone 
into a commanding position 
in corrugated cardboard. 


where it can take the lead in 
cutting capacity to restore 
price stability. 

Corrugated board prices 
collapsed between late 1995 
and early last year because 
of overcapacity, but have 
crept back to $380 a ton from 
I997*s low of $280. But senti- 
ment remains fragile - 
recent moves to increase 
prices by $40 to $420 a 
ton have twice been 
postponed. 

Smurfit plans to slash the 
merged company’s annual 
costs by $350m - which 
would increase group earn- 
ings per share by 20 per 
cent. Plant closures are 
expected to form an impor- 
tant part of this strategy. 

Equally important, the 
deal restores to the Irish 
group the ability to control 
its destiny in the US. which 
has been complicated by its 
relationship with Morgan 
Stanley, the US investment 
bank. 

When Smurfit acquired 
what became Jefferson 
Smurfit Corporation In tbe 
mid-1980s, the Irish group 
was too small to purchase it 
outright, so structured the 
deal as a management 
buy-out with Morgan Stan- 
ley as its equity partner. 

This offered advantages in 


allowing Smurfit - which 
ended up with 46.5 per cent 
of the US affiliate - to avoid 
consolidating its heavy 
debts. But the lack of control 
has prevented it from 
making any strategic 
moves. 

This situation has been 
compounded by Morgan 
Stanley's increasing impa- 
tience for an exit from the 
investment over the past two 
years. 


cent Morgan Stanley will be 
left with 9 per cent of the 
enlarged equity. 

Smurfit plans to take a 
high-profile role in manag- 
ing its new affiliate. 

The Irish group is sending 
its finance director, Bay Cur- 
ran, to be deputy chief exec- 
utive officer with responsi- 
bility for integration. The 
scale of the task has not 
escaped analysts. 

“Given the amount of 


‘The history of this industry is that 
whenever something like this 
happens, it triggers a cascade of 
deals. I would expect a number of the 
other leading players to look very 
closely at their positions as a result’ 


Under tbe deal. Smurfit 
has agreed to spend about 
$550m buying 20m shares, or 
17 per cent, of the affiliate 
from Morgan Stanley - 
nearly half its 37 per cent 
stake. 

Assuming the deal goes 
ahead. Smurfit will be by far 
the largest shareholder in 
Smurfit-Stone with 34 per 


work to be done in integrat- 
ing Smurfit-Stone, I don’t 
expect Smurfit to make fur- 
ther moves in the region for 
quite a while," said Charles 
Cara at Dresdner Kleinwort 
Benson. 

The top priority in the 
short term will be to reduce 
debt. Following the merger. 
Stone-Smurfit's debt will be 


Scotia founder quits board after row 


By Daniel Green 


Dr David Horrobin, the 
founder of Scotia, the UK's 
oldest biotechnology com- 
pany, has resigned as a non- 
executive director after try- 
ing to oust the man who suc- 
ceeded him as chief execu- 
tive. Dr Robert Dow. 

According to Sir James 
McKinnon, Scotia’s non-ex- 
ecutive chairman. Dr Hoitd- 
bin disagreed with the direc- 
tion in which Dr Dow was 
taking the company and 
called for his removal. 

Since taking over In Janu- 
ary, Dr Dow has sharply cut 
the number of research pro- 
grammes instigated under 
Dr Horrobin's leadership and 
appointed new senior staff. 

Sir James, a tough former 
bead of the UK gas regulator 


Ofgas, said: “When a non-ex- 
ecutive seeks to remove a 
chief executive and the 
board disagrees, the non-ex- 
ecutive should move an." 

The only board member to 
agree with Dr Horrobin was 
Sherri Clarkson, his wife, 
said Sir James. 

Scotia is one of the UK’s 
most unusual biotech com- 
panies. The company based 
its technology on lipids, a 
component of some foods 
that plays an important role 
in tbe way cells work in the 
body. 

The company survived in 
its early days through non- 
prescription sales of evening 
primrose oil under the Efa- 
mol brand, still an important 
part of the business. 

But efforts to develop pre- 
scription drugs were contin- 


ually thwarted by medical 
regulators, who demanded 
more rigorous demonstra- 
tions of the drugs’ benefits 
than had been provided by 
the company. Dr Dow was 
appointed partly because of 
his experience in dealing 
with regulators. 

In a statement, Scotia said 
yesterday: “The board 
believes that it is essential 
that all directors should sup- 
port Dr Robert Dow, who 
was unanimously appointed 
chief executive on January l 
1998, his management team 
and his revised s trategy for 
Scotia. 

“Dr Horrobin, who first 
recommended Dr Dow to 
Scotia, far from offering his 
support sought to convince 
the board that it should 
remove Dr Dow from his 


position. In the light of tbe 
foregoing, the board 
requested the resignation of 
Dr Horrobin. 

“The board wishes to 
endorse the changes that Dr 
Dow has instituted.” 

Dr Horrobin, who still con- 
trols a 17 per cent stake in 
Scotia, will also give up his 
role as a consultant to Sco- 
tia. He received £25.000 
($41,000) compensation for 
the loss of the consultancy, 
but nothing for leaving tbe 
non-executive post His wife 
will stay on the board until 
the end of June. 

He has a new company 
called Scarista which has a 
licensing deal with Scotia 
over lipid-based drugs 
intended to treat asthma and 
diseases of the central ner- 
vous system. 


The key to success is not 


information. Its people. 


• Net income for the year: DM 600 million 



(Lee lacocca) 


Without them this result would 
not have been possible. 


Consolidated balance sheet total: DM 435 billion (+21 %) 
Total lending volume: DM 250 billion (+19%) 

Total deposits: DM 245 billion (+ 23 %) 

Own Issues outstanding: DM 142 billion (+15 0 ' 0 ) 
Capitals Reserves: DM T9.7 billion (+22%) 


Allocation to reserves: DM 485 million 
Dividend; 7 % 

► Generated by 7039 employees 


Brienner Strasse 20 • D-89333 Mtinchen 
Tel.. +49 (89) 21 71-01 * Fax +49 (89) 21 71-35 79 
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a heady Sfibn - equivalent to 
nine times its forecast 
rash Dow between now and 
2000. 

Although interest cover is 
SL5 times, that could fall to 
just one in a downturn. 

Mr Smurfit says the group 
intends to dispose of non- 
core subsidiaries to cut debt 
bpS£5bn. 

Stone is expected to make 
the initial disposals, which 
could inclu de the sale of its 
25 per cent stake in Abitibi- 
C ansohdated, the newsprint 
maker, for about SSOCm. It is 
also expected to sell two 
palp mi pc in Arizona. 

The Smurfit side of the 
merger is also expected to 
make some disposals, includ- 
ing its newsprint operations. 
Mr Smurfit said the group’s 
timber lands operation - 
which owns about lm acres 
of forests in the US - could 
be “monetised", thought to 
imply a demerger. 

The Smurfit-Stone deal is 
expected to spark another 
round of consolidation in the 
US packaging industry. 

"The history of this indus- 
try is that whenever some- 
thing like this happens, it 
triggers a cascade of deals.” 
said Mr Cara. “I would 
expect a number erf the other 
leading players to look very 
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closely at their positions as a 
result.” 

Mr Smurfit says he would 
welcome such a development 
as further proof of the indus- 
try's new found commitment 


to shareholder value. 

“At last we are beginning 
to see some of tbe big play- 
ers in the industry - even 
the Scandinavians - saying 
that they have got to 


improve their returns,” he 
says. 

“It is about time for an 
industry that hasn’t covered 
its cost of capital lor seven 
out of the last 10 years.” 
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Invitation to Bid in the Sale of the 
Government of Guatemala’s Shares in 
Empresa Electrica De Guatemala S.A. 

(EEGSA) 


Empress El&tnca de Guatemala (“EEGSA”), the largest electricity distribution company in 
the Republic of Guatemala, announces tbe sale of 80.0% of EEGSA’s outstanding shares in an 
international public auction directed at strategic investors. 


At December 31, 1997, EEGSA served 510,826 customers in the provinces of Guatemala, 
Escuintla and Sacarepequez, which have a total population of 3,039,130 inhabitants. EEGSA's 
coverage area accounts for 72% of the total energy consumption in Guatemala. EEGSA sold 2,630 
GWh of energy in 1997. In addition, EEGSA's distribution losses were 10.6% during 1997. 


In order to participate in this process, interested parries must purchase the Terms of Reference, 
which shall include the definitive Information Memorandum and the first droit of the Purchase 
Agreement, for US| 10,000.00. 


Key daces in this process are: 


Data Room Visits 

Receipt of Technical Proposals . 

Announcement of Prequalified Parties 

Receipt of Economic Bids and Adjudication 

Closing 


May li-July 8 
June 26 -June 30 
July 3 
July 9 
August 20 


Interested parries should contact the following individuals from EEGSA’s 
advisors, Salomon Smith Barney: 

Andrew Dyson 

Jose Ordonez 

Director 

Director 

(212)816-0992 

(212)783-8088 

Pavlos L Mavrides 

Jaime Arrastia 

Associate 

Analyst 

(212)783-5648 

(212)783-6989 
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equities 


Europe follows Wall St higher 


^OPEANOVHiyiEW 

By Ha rtai Dickson, Financial 

Editor 

Trans-European equity 
indices rose yesterday on the 
back of a strong early perfor- 
mance by Wall Street 

The FTSE Euro top soo 
index closed at 1,235.49. up 
18-50 points or L53 per cent 
while the Eurotop 100 index 
fin i sh ed the day at 2£3&69, 

up 44.54 or 1.59 per cent The 
Eurotop Ebloc 100. which 
tracks some of the leading 
companies from monetary 
union “in” countries, ended 
at 1,023127. up 20.28 or 2.02 
per cent 

Sentiment on both sides of 
the Atlantic was bolstered 
by news that two of the larg- 
est US local telecommunica- 
tions companies, SBC Com- 
munications and Ameritech, 
were planning to merge. In 
Europe, markets were also 
helped by a strengthening of 
the dollar against the 
D-Mark and diminish^ fears 
of rising interest rates. Ger- 
man government bond prices 
ended slightly lower, but 
trading was thin and direc- 
tionless. 


Among individual sectors, 
some telecom equipment 
stocks were boosted by the 
SBC- Ameritech discussions. 
The Eorotop’s electronic and 
electrical equipment index 
ended 3.4 per cent higher, 
with the A shares of mobile 
phone manufacturer Nokia 

upEcu 1.9 at Ecu 62.14. 
Alcatel Alsthom rose to 
Ecu 190.43. up Ecu 11.8. 
helped by a broker raising 
the target price. 

In the same sector. Philips 
rose Ecu 3 3 to Ecu 90.32 on 
speculation it would sell its 
75 per cent stake in music 
group Polygram to Seagram. 
Polygram dosed up Ecu 22 
at Ecu 4622. 

Automobile stocks contin- 
ued to benefit from last 
week’s merger agreement 
between Daimler-Benz and 
Chrysler, as well as yester- 
day's further announcement 
that Daimler was in *»nr« 
with Nissan Motor of Japan 
to create a commercial 
vehicles alliance. 

Daimler rose Ecu 12 to 
Ecu 10L35. Other strong per- 
formances cam e from Ren- 
ault, up Ecu 22 to Ecu 47.66, 
and Peugeot, up Ecu 9.5 to 
Ecu 18L04. 


Enutop 300 EuroUoc 

Mcx 



Deutsche Bank, which has 
a large otafe* in Daimler, was 
also boosted by reports it 
was interested in buying 
branches of Union Bank, of 
Switzerland and Swiss Bank 
Corporation being shed in 
their merger. It closed up 
Ecu 22 at-Ecu 79.43. 

Other sectors which per- 
formed well included house- 
hold goods and textiles, up 
33 per cart, and oil explora- 
tion and production, up 8.41 
per cent Laggards included 
distribution, snpport ser- 
vices and water. 

Meanwhile. Merrill 
Lynch's latest survey of 
European fund- managers 
found the announcement 


earlier this month of a firm 
schedule for monetary union 
tad sharply boosted the pop- 
ularity of the euro. 

Now 54 per cent of them 
ranked it their favourite cur- 
rency, ahead of the dollar, 
while 63 per cent expected it 
to be “hard.” the largest per- 
centage since the question 
was first put in January 
1997. 

The Merrill survey, carried 
out by Gallup between May 4 
and 7, said that 39 per cent 
felt bullish about European 
equities over the next three 
months. It found 69 per cent 
were optimistic on a 12- 
month view, up from 57 per 
cent the month before. 


FTSE Actuaries Share Indices European series] 
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GOVERNMENT BONDS 


By Jeremy Brant and Vincent 
Botaod in London and John 
Labate to New York 

Markets began tbe week in 
indecisive fashion yesterday, 
closing slightly lower in 
mated trading as investors 
eyed US economic data due 
later in the week, central 
b ank activity in Europe, and 
a heavy schedule of corpo- 
rate issues. 

European markets opened 
weaker and retained the 
downward bias throughout 
the session, though they 
ended off the day's lows. An 
Interest rate cut in Portugal 
did little more than confirm 
the trend towards conver- 
gence of rates throughout 
the euro zone, though there 
was more interest In the 
Bundesbank's council meet- 
ing this week and the min , 
utes of the Bank of 
England's April meeting. 

The week's main news will 


be US retail sales and infla- 
tion figures, which should 
shed more light an where 
interest rates are headed. 

Ahead of those figures, US 
TREASURIES fell in quiet 
trading, sending the long 
bond yield back above 6 per 
cent By early afternoon the 
30-year Treasury bond, the 
benchmark for long term 
interest rates, was down % 
to 101 g, sending the yield up 
to 6.022 per cent 

Short-term issues also 
moved lower, with tbe two- 
year note dropping & to 99j£. 
yielding s.641 per cent, and 
the 10-year note falling ij to 
98£, yielding 5.757 per cent 

On Friday bonds weak- 
ened on the release or the 
lowest unemployment rate, 
at 4J3 per cent, since 1970. 

“The low unemployment 
rate has to give people pause 
as to the Fed's next move, 
but it's doubtful they’ll do 
any thing in May with infla- 
tion so low." said Kevin 
Logan, senior market econo- 


Mortgage issue 
from Deutsche 


WT1ERNATI0NAL BONDS 

By Edward Luce 

Deutsche Bank last night 
kicked off the much-awaited 
German mortgage-backed 
bond market with a DMl.4bn 
securitisation. The six- 
tranche bond, which will be 
priced today, comes a full 
year after the German regu- 
latory authorities gave 
explicit approval for German 
commercial banks to securit- 
ise their mortgages. 

Deutsche Bank, which 
acted as its own sole lead 
manager, said it expected to 
bring further similar trans- 
actions given the strong 
demand shown for this deal. 
It has DM55 bn in residential 
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BENCHMARK GOVERNMENT BONDS 
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10 YEAR BENCHMARK SPREADS 


mist at Dresdner Kleinwort 
Benson. He said any concern 
In the market about this 
week's figures related to 
retail sales, which he expec- 
ted to rise 0.5 per cent due to 
strong car sales and con- 
sumer confidence. 

GERMAN BUNDS Show 

little sign that they are pre- 
pared to break out of their 
recent range- trading pattern. 
The June future settled 0.04 
lower at 106.83 after hover- 
ing in a 19-point range 
throughout the day. By late 

afternoon some 160.000 con- 
tracts had been traded an 
the DTB, representing very 
low activity. 

German inflation data 
came in broadly as expected 
for April, showing an annual 
rate of 1.4 per cent, but had 
little impact The yield on 
the benchmark 10-year bund 
was 4.985 per cent in late 
trading. 

Giorgio Radaelli, head of 
European market research 
at First Chicago NBD, said 


INTERNATIONAL CAPITAL MARKETS 

nuted trading ^ a " 

r Kleinwort bunds were “quite expensive cally in recession. Investors ! 
any concern to very expensive" on a rela- were sidelined ahead of the | J IUI 410 
about this live basis, with German Bank of England's quarterly i 0 

related to short rales almost certainly inflation report, due on j mni'G|*p/| 
h he exnar- heading hieher later in the Wednesday, and average i AvJ Yr d. 


Prices weaker in muted trading 


bunds were “quite expensive 
to very expensive" on a rela- 
tive basis, with German 
short rales almost certainly 
heading higher later in tbe 
year. 

“Relative to the value of 
Treasury yields, bunds are 
actually quite expensive, 
irrespective of whether the 
Bundesbank is going to raise 
interest rates." he said. 

Analysts said the Bundes- 
bank would almost certainly 
not raise rates at this week’s 
meeting, with the consensus 
for a rise in the second half. 

“The questions are when 
and by how much, and what 
it will mean for the yield 
curve," Mr Radaelli said. 

Other markets were also a 
touch easier, tracking bunds 
closely, with losses in the 
single digits on a trickle of 
turnover. 

UK GILTS barely stirred, 
in spite of the release of 
industrial production figures 
that confirmed the UK man- 
ufacturing sector is techni- 


cally in recession. Investors 
were sidelined ahead of the 
Bank of England's quarterly 
inflation report, due on 
Wednesday, and average 
earnings data. 

The minutes of the last 
monetary policy committee 
meeting will also show how 
far the MFC's thinking on 
interest rates has changed 
since it moved towards a 
tightening bias. 

"Everyone's starving for 
news. We've still got a tight- 
ening bias in the MPC and 
until that changes it's diffi- 
cult to see gilts going any- 
where in any style.” said 
Andrew Roberts, gilts strate- 
gist at UBS. 

The June gilt future, 
quoted in decimals yesterday 
for the first time, settled at 
108.42. a fall of 0.02 on Fri- 
day's settlement level of 
103s. with 33.000 contracts 
traded on Liffe. The spread 
between 10-year gilts and 
bunds widened one basis 
point to 97 points. 


By Jeremy Grant 


and commercial mortgages 
on its balance sheet, most of 
which are 100 per cent risk- 
weighted assets. 

Selling part of its mort- 
gage portfolio will enable 
Deutsche Bank to free regu- 
latory capital for lending 
purposes. It will also enable 
the b ank to improve its 
return on capital. 

“Deutsche R ank is very 
keen to manage its balance 
sheet more to make its capi- 
tal work harder." said 
Tamara Adler, head of the 
European securitisation 
group. “This type of transac- 
tion is likely to become 
much more common in the 
German market " 

German commercial banks 
are also reported to be 
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| New international bond issues || 
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looking at securitising other 
balance sheet assets, such as 
credit card receivables and 
traditional loans. Tbe Ger- 
man banking sector on aver- 
age achieves a much lower 
return on capital than its US 
counterpart 

An official said about 60 
per cent of the deal went to 
non-German buyers with 


particularly strong demand 
from the US. Buyers 
included hedge funds, banks, 
building societies and funds 
specialising in floating-rate 
paper. The tranches ranged 
from AAA rated to unrated 
with two floating-rate 
stripped portions and four 
based on underlying fixed- 
rate residential mortgages. 


BOND FUTURES AND OPTIONS 
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• Euroclear, Europe's lead- 
ing securities clearing and 
settlements house, said it 
was postponing the introduc- 
tion of a new real-time set- 
tlement system until after 
European monetary union. It 
gave no specific reason for 
tbe postponement, but said 
the problems had been 
■clear! v identified". 
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Multi-tranche 
bond issue 
for Slovakia 


Moody's Investors Service 

has ' downgraded the 
long-term debt ratings of 
Korea Development Bank 
and two other state-owned 
banks to Ba2 from Bal 
because of the "continuing 
deterioration of the financial 
condition" of the govern- 
ment's main policy banks. 

Although the move came 
as little surprise - the 
agency had placed the senior 
debt ratings or KDB and 
Industrial Bank of Korea on 
review for possible down- 
grade last year - it could 
add to the cost of borrowing 
by state-run banks and delay 
new issues. 

The downgrade also 
included a third bank. 
Export-Import Bank of 
Korea, which was expected 
to issue up to $lbn in over- 
seas bonds this year. 

Yield spreads on Korean 
bonds widened yesterday, 
with the spread on the five- 
year KDB bond rising by 30 
basis points to 420 over five- 
year US Treasuries. 

Moody's said growing 
problems in South Korea's 
industrial base had under- 
mined the policy banks' 
financial strength and “sig- 
nificant doubts" remained 
over the feasibility of 
restructuring the banking 
system without extensive 
government intervention. 

It also lowered the senior 
debt ratings and bank finan- 
cial strength ratings of 16 
other commercial hanks. 

• Moody's said it would 
review Venezuela’s Ba2 sov- 
ereign rating for possible 
downgrade after assessing 
the effects on the economy 
of the recent fail in the 
crude oil price. The review 
also affects the Ba3 rated 
long-term deposits of six 
Venezuelan banks. 


By Kevin Done. East Estop® 
Correspondent 

The Slovak government is 
expected to approve today a 
landmark eurobond Issue for 
up to SI bn to cover its 199$ 
foreign borrowing needs. 

Slovakia is expected to 
have to pay a heavy pre- 
mium to attract investors to 
the issue. however, 
reflecting the political and 
economic problems it has 
suffered in recent rannths. 
which have caused interna- 
tional credit rating agencies 
to reassess Slovak risk. 

The unusual multi-tranche 
bond will be Issued in I'S 
dollars. Japanese yen and 
D-Marks, with Nomura, the 
Japanese investment bank, 
as global coordinator and 
lead manager. 

Chase Manhattan will be 
joint lead manager far the 
US dollar notes with Com- 
merzbank as joint lead man- 
ager for the D-Mark tranche. 

Slovakia is expected to 
raise S3G0m to S500m. 
DM30(J m to DZlfSOOm and 
Y15bn in the three tranches. 
The US dollar and D-Mark 
portions will have maturities 
of five years and tbe Java- 
nese yen tranche a maturity 
of three years. 

Moody's, one of the lead- 
ing US credit rating agen- 
cies. downgraded Slovakia at 
the end of March from its 
investment grade of Baa3 to 
a speculative grade Bai. 

Last month Standard & 
Poor's, the rival US agency, 
revised its outlook for Slo- 
vakia from stable to negative 
and warned that it could 
downgrade its investment 
grade BBB- rating if there 
was no improvement in 
political and economic condi- 
tions in Slovakia. 
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Kt-flecring investor v«m- 
cvms. the US dollar tranche 
(issued under SKG Rule i+la. 
making it vUgibk* for rate to 
qualified US institutional 
buyers) is expected lu be 
priced to yield 360 to 370 
basis paints over US Trea- 
suries. and tbe D-Mark 
tranche to yield 350 to it®) 
points over German bunds. 

By contrast Hungary, 
which is also rated BUB - by 
S&P. recently succeeded in 
issuing a five-year. 6300m 
eurobond priced at only fl 
basis points over US Trea- 
sury 1 mdes in a transaction 
led by ABN Amro and Salo- 
mon Smith Barney! 

In investor presentations 
in London. Frankfurt. Zurich 
and the US in recent days. 
Slovak officials have sought 
to allay concerns about the 
country's development. 

Tatiana Silhankova. state 
secretary at tbe ministry of 
finance, said in London the 
credit rating agencies' 
actions had been mistimed. 

The problems of the rising 
twin deficits In the current 
account of the balance of 
payments and in the public 
sector budget had already 
been addressed, she said, dis- 
missing fe;irs of a devalua- 
tion of the Slovak koruna. 

The government had also 
withdrawn its plans to 
change legislation regarding 
the National Bank ff Slo- 
vakia. which had triggered 
worries about the indepen- 
dence of the central bank. 

Political tension Is rising 
in Slovakia ahead of the gen- 
eral election due In Septem- 
ber, with government and 
opposition parties In conflict 
over electing a successor to 
former president Michal 
Kovac. whose term of office 
ended in March. 
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CURRENCIE S & MONEY 


Investors take profits on D-Mark 


M/WKETC REPORT 
By Snort Kuper 

The D-Mark fell yesterday as 
investors decided they had 
overestimated the nh»nro gf 
an early German interest 
rate increase. 

Figures showed German 
consumer prices rising in 
April But the year-on-year 
increase of 1.4 per cent, 
although a relative leap from 
March's l.l per cent, was 
still too low to suggest any 
domestic need for higher 
rates. Investors took profits 
on the D-Mark's advance of 
last week. 

Paul Meggyesi, senior cur- 
rency economist at Deutsche 
Morgan Grenfell in London, 
said investors were giving 
up on the idea that the 
Bundesbank might raise 
interest rates simply because 
it disapproved of the recent 
deal to split the presidency 
of the European central 
bank between Wim Duisen- 
berg and Jean-dande Trio 


bet. "The Buba isn’t going to 

raise rates in a fit of pique," 
Mr Meggyesi said. 

The dollar broke through 
resistance at DU1.7750 
against the D-Mark, ringing 
in London at DML777. 08 of 
a pfennig up an the day. 

Sterling fell against *b<> 
dollar again, even thewig h 
UK industrial production 
was better t han expected in 
Mnirfo The pound firmed 02 
pfgs against the D-Mark to 
DM2.897 but dropped 0.6 
cents against the US cur- 
rency to *1.631. 

The Australian dollar 
briefly Cell to near a twelve- 
year low against the US dol- 
lar. The Aussie dollar ban 
suffered in recent months 
from in Australian rates 
and from the country's large 
current account deficit, and 
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has been knocked on the 
head in the last week by an 
apparent revival of the 
Asian economic crisis. With 
several south east Asian 
markets shut yesterday, the 

Aussie dollar was traded as 
a proxy to the rest of Ada. 

The currency fell to $06323 
against the US doQar, but 
later recovered to $0,637, 
near its Friday close. Its next 
key support is at $06315, its 
1986 low and the level at 
which the Australian central 
bank intervened in the mar- 
ket this January. The New 
Zealand dollar was strug- 
gling at $Q54pn to the US 
dollar late yesterday. 

■ Portu gal out interest rates 
yesterday, as Spain did last 
week. The took of Portugal 
cut its key repo rate, its 
drain rate and its emergency 
lending rate by 20 basis 
points each to 450 per cent, 
420 per cent and 620 per 
cent respectively. 

European interest rates 
are converging before the 


1 : 



start of monetary union in 
January 1999. However, the 
co n vergence has been driven 
by cuts in the high-rate 
Tuitions, while the low-rate 

countries, chief aTTinng thpm 
Germany, have kept rates 
steady. Various Bundesbank 
officials have said in recent 
weeks that there is no burry 
for a German increase This 
view is sjwMng into the mar- 
ket - hence the dollar's 


bounce against the D-Mark 
yesterday. 

■ DoHar/D-Mark and dollar/ 
yen continue to go their sep- 
arate ways. The former pair 
has become more volatile, 
with the D-Mark rising 
recently. But dollar/yen has 
been locked in a narrow 
range, pushed (me way by 
the strong US economy and 
the other by Japanese 
threats to intervene for the 
yen, probably at about Y133. 

The question in the mar- 
ket is where the US stands 
on intervention. Talks in 
London this weekend 
between Robert Rubin, US 
treasury secretary, and 
Hikaru Mats unag a , Japan’s 
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finance minister, produced 
conflicting evidence: 

A statement issued after 
the talks seemed relatively 
innocuous. It merely said 
that the two men had “reit- 
erated their commitment to 
cooperate closely in the 
exchange markets as appro- 
priate. Mr Matsunaga 
expressed his concern about 
excessive weakness of the 
yen in light oT the implica- 
tions for external imbalances 
and the situation in Asia. 
Secretary Rubin shared his 
concern." 

This suggested that Japan 
was still pushing the cart for 
intervention. However, 
Haruhiko Kuroda, director- 
general of the international 
finance bureau at Japan’s 
finan ce minister, yesterday 
su ggested the statement was 
stronger than it looked. “The 
statement said we are pre- 
pared to take joint (foreign 
exchange) action.’’ be said. 

Tbat kept the dollar 
alm ost motionless against 
the yen yesterday. 
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Societe Generate de Belgique 

Societe anonyme 

Generate Maatschappij van Belgie 

Naamloze Vennootschap 

Incorporated in Brussels by Royal Decree dated 28 August 1822 
Registered Office: 30 rue Roy ale, 1000 Brussels 
Trade Register Number: Brussels 17 487 


The Board of Directors 35 ^ 
rue Royale 30, Brur^e^cai^ 
accordance 

foflovring r * 




Jers to assemble at the Company's registered office, 
f ^tfrMay 1998 at 1030 am, far tire Ordinary General Meeting, in 
“ZTof the Memorandum and Articles of Association, to vote on the 


AGENDA 


“ ' 'Auditors' repor ts for the 4. Appointments according to the Memorandum 

and Articles of Association: . . 



twnt- 

feredpany's annual accounts: 

the annual accounts as at 
^S&duding the distribution of a 
which wdl be increased to 
tation of die corresponding 
the ordinary coupon. 


of the Board of Directors 


fttm^enbers of the Board of 
performance of 



4.1. Proposal to appoint Messrs Philippe Brongniart 
and Patrick Buffet as Directors- 

4.2. Proposal to renew the mandate of S.C.C 
Deloitte & Touche, Company Aodatoxs, repre- 
sented by Mr Claude Pourbaxx, as statutory' 

:. auditor,- • - - ■ . ; ■ 

♦^.Proposal to appoint, as atatutdry aad^W, 
■ S.C.C Arthur Anderseiv Cooipar^ Auditors, 
represented by Mr Head Lanbesgec Jo reftosc 
S.CC. ftfce Wa texhoiiaev r e pfg aeh ted by 
Mr Robert Peirce, vdioddeS ROtwh^tbxyriew 
its mandate. !j'- ■ 

4.4. Proposal to fw 6* tatiitcgy.jiocBtqrs' fees at 
the amour* proposed, wjtij tfoar agreement, 

by the fiboacdofOSzeckk^- i 


Ln ojder to attend this 1 
and Aitides of Associatian. deposit 
latest or at one of die following banks: 


fe'acconkwydththetanwxrfArfide 19 of the Memorandum 
fiMtCbmpany's registEi'ed officcby Wednesday 13 May 1996 at die 


In Bdghnn: 
Cambtailc 
CERA Investment Bank 


In France: b Loanbunig: 

Credit Agncoie tndosoez Banque Generate du 
Luxsnbotn^ 


In Switantind; 

Credit Suisse first 
Boston 

SoatM de Banque Susse 
Union de Banques 
Susses 


In Germany: 
Deutsche Bank 
General? Sank & Co 


Without prejudice to the tarns of Artide 74, § 2, para 2 and § 3 of the coordinated Laws on commercial companies, 
shareholders who wish to be represented should use the form erf proxy which is available on request. 

All proxies should reach the Company's registered office as soon as possible and by Monday 18 May 1998 at the very 
latest, whkh date was laid down by the Board of Directors in accordance with Artide 20 of the Memorandum and 
Artides of As so ciati o n 

Brussels, 2 May 1998 


C. MORIN-POSTEL 
Chief Executive Officer 


E DAVICNON 
Chairman 
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COMMODITIES & AGRICULTURE 


Kenya on target for record tea harvest this year 


By Gary Mead 

Kenya is on target for a 
record tea harvest in 1998 on 
the basis of the crop from 
the first three months of this 
year, which shows a rise of 
more than 96 per cent above 
the same period in 1997. 

According to the country's 
Tea Brokers Association, the 
first quarter’s figure - esti- 
mated at 86.5m kg by the 


Mombasa-based company 
Africa Tea Brokers - Is a 
record. 

IT this level is sustained, 
1998 could outstrip the previ- 
ous annual record or 
257m kg, produced in 1996. 
For March alone the crop fig- 
ure reached more than 
28.4m kg, almost 357 per cent 
more than was produced in 
March last year. 

However, the increase 


needs to be placed in tbe 
context of what was a very 
poor year in 1997. when the 
total production figure for 
tea - Kenya's biggest com- 
modity export - was just 
220m kg. some 25 per cent 
below average. 

This low figure was due to 
severe drought, believed to 
have been induced by tbe El 
Nifio weather phenomenon. 

The large increase in tea 


production so far this year is 
also being attributed to El 
Nifio. Last year's severe 
drought has been displaced 
by heavy rainfall in Kenya 
between October and Janu- 
ary, allowing the tea planta- 
tions to recover. Since Feb- 
ruary the country has 
enjoyed drier, sunnier 
weather, producing ideal 
conditions Tor tea to nourish. 

Kenyan tea prices have 


been in retreat in the past 
few weeks, as the market 
adjusted to expectations of a 
bumper crop. 

Prices are likely to weaken 
further as a result not only 
of the healthy production 
outlook in Kenya but also 
for India, where production 
is currently r unn ing some 
25m kg above average for 
this stage of the harvest. 

India remains the biggest 


Indian future Rio Narcea goes for gold in 
for castor oil the Cantabrian mountains 


By Kunal Bose in Calcutta 

India is almost ready to 
launch an international 
futures exchange in castor 
oil in New Bombay. But, 
despite the requests of for- 
eign traders, the exchange 
will quote prices not in dol- 
lars, but rupees. 

The country produces 
nearly three-quarters of the 
world's supply of castor oil, 
a raw material for products 
such as paints and var- 
nishes. The exchange should 
allow companies to hedge 
their exposure to what has 
been a volatile commodity. 

The new exchange is mod- 
elled on the pepper 
exchange, India's first inter- 
national commodity futures 
exchange, which hyg been in 
operation since last October. 

The Bombay Oilseeds & 
Oils Exchange, which has 
been authorised to sponsor 
the castor oil futures 
exchange, has created the 
Prime Commodities Corpora- 
tion of India as the clearing 
house. BOOE and its mem- 
bers will own 55 per cent of 
PCCL with the balance held 
by banks and financial insti- 
tutions. 

Despite foreign traders' 
requests, trading in castor 
oil futures wifi be in rupees 
as the government is not 
likely to allow dollar-denom- 
inated trading for a range of 
commodities until the rupee 
becomes fully convertible. 


“The eight-month-old 
International Pepper Futures 
Exchange, where business is 
done in rupees, still does not 
have a single foreign mem- 
ber. Foreigners do not want 
to be exposed to currency 
fluctuation risk but some are 
making deals through local 
members. The same is going 
to happen to the castor oil 
exchange.” said a commodi- 
ties expert 

Navinchandra Pandya, 
president of BOOE. said the 
exchange would ensure 
“there is no cornering of 
stocks in a tight supply situ- 
ation". As trading in futures 
starts, the availability of cas- 
tor oil will be limited 
because of a fall in the 
1996-97 Indian crop. 

Normally, India exports 
nearly 90 per cent of its pro- 
duction. 

The exchange is making 
delivery arrangements at 
five centres in the western 
Indian state of Gujarat and 
in one in the southern 
Indian state of Andhra Prad- 
esh. It is planning to link up 
with the oil exchanges at 
Ahmedabad and Rajkot, 
which handle the bulk of for- 
ward trading in castor seeds. 

As BOOE gets ready to 
start trading in castor oil. it 
wants the government to 
allow it to launch futures 
trading in other oils and oil- 
seeds. Trading in a number 
of commodities would make 
the exchange viable. 


Spain's first gold mine in 2,(300 years has been welcomed by 
the most pro-mining country on earth, writes Kenneth Gooding 


T his might not seem a 
good time for a mining 
company to be holding a 
party in Spain. Only three 
weeks ago part of a waste 
dam at the Los Frailes zinc 
mine in southern Spain col- 
lapsed, causing what local 
environmentalists described 
as one of the country's big- 
gest ecological disasters. 

Yet today King Juan 
Carlos will formally open the 
El VaHe mine in the Canta- 
brian mountains - the coun- 
try's first gold mine for 
about 2.000 years. 

The King’s presence, even 
for a brief visit, goes to show 
that Spain is probably the 
most pro-mining country on 
earth. 

As Yorkton Securities, bro- 
ker to Rio Narcea Mines, 
owner of El Valle, explains: 
“Tbe exploitation of natural 
resources in Spain usually 
takes precedence over all 
other forms of activity 
Although no forced reloca- 
tions were necessary, a 
small village used to sit 
astride the gold deposit and 
Spanish law would have 
enabled Rio Narcea to buy 
the houses compulsorily, 
albeit at a fair price. The vil- 
lagers would have had to 
move and could not appeal 
against their removal. 

El Valle will produce 
about 100.000 troy ounces of 


gold a year to start with, 
modest by international 
standards, but it will be 
western Europe's biggest 
gold producer. Output is 
scheduled to be expanded 
quickly to 150,000 ounces. 

The mine is located near 
Salas in Spain’s north west- 
ern region of Asturias, an 
area that provided the 
Roman Empire with much of 
its wealth. But the Romans 
missed the gold Rio Narcea 
is mining because it is finely- 
disseminated through the 
ore and is mainly invisible 
to the naked eye. 

The mine is also in beauti- 
ful. rugged mountains above 
the river from which Rio 
Narcea takes its name. It is 
reputed to be one of the best 
fishing rivers in Spain. Con- 
sequently, special consider- 
ation was given to the 
mine's waste dam - long 
before tbe Los Frailes disas- 
ter made it such a conten- 
tious issue. 

This is an example to the 
world of a fool-proof tailings 
[waste] pond. We have a lot 
of rain here ~ 1_2 metres a 
year - and the last thing the 
government wanted was for 
it to overflow into the river." 
said Gene Spiering. Rio Nar- 
cea vice-president, explora- 
tion, as he inspected the 
huge construction from a 
convenient peak nearby. 


producer of tea but more 
than SO per cent or its crop is 
consumed domestically. 

Kenya, however, exports 
90 per cent of its tea. the 
bulk of it to the UK, Egypt 
and Pakistan. 

If the current healthy out- 
look is maintained for the 
rest of 1998, Kenya will once 
again become the biggest 
exporter of black tea, displa- 
cing Sri Lanka, which 


nudged ahead last year 
when it exported a record 
268.5m kg from a total pro- 
duction of 276J8m kg. How- 
ever. Sri Lanka's production 
this year may itself be hit by 
the lingering effects of El 
Nifio. 

The biggest buyers of Sn 
Lankan tea are Russia and 
other former Soviet repub- 
lics. which together took 
more than 54 JSm kg in 1997. 
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A natural valley has been 
used to proride three sides 
of the dam and waste mate- 
rial from the mine makes up 
its fourth wall. The dam is 
lined with 2 : -= metres of 
impermeable clay and then a 
1.5 centimetre plastic mem- 
brane. “Tbe water going into 
the dam is almost drink- 
able." said Mr Spiering. 

Waste dams at mines very 
rarely cause any problems. 
A report prepared two years 
ago by Mining Journal 
Research Services for the 
United Nations Environment 
Programme, identified fewer 
than 10 major failures 
between 1980 and 1996. 

When dams collapse it is 
usually caused by water, 
either seeping through a 
wall, eroding from within or 
overflowing. Drainage pipes 
at the bottom of the El VaDe 
dam extract the water and it 
is recycled in the gold pro- 
cessing plant. 

E ven if some freak hap- 
pening caused part of 
tbe dam wall to give 
way. the waste would flow 
into another dam - owned 
by the local hydro-electric 
power company - rather 
than into the river. 

Rio Narcea. quoted in 
Toronto, so far has spent 
about S70m to bring the 
mine and associated plant 
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Gene Spiering i n spe cts construction at El VsBa Ketmom Goocfcnq 


into operation. The Spanish 
government has provided 
about one-third of the 545m 
capital expenditure via non- 
reinxbarseabie grants. One 
person in five is unemployed 
in the area and the govern- 
ment wants to attract new 
industrial activity. 

In the small village of 
Begega, perched on the 
mountain above El Valle's 
three open pits, at least one 
person from every house has 
a job at the mine. 

At present there are 170 
employees. This eventually 
will rise to 260 , while about 
TOO indirect Jobs are being 
created. 

So far Rio Narcea has dis- 
covered nearly 3m ounces of 
gold in three deposits: El 
Valle. Godan and Carles, 
enough for at least eight 
years of open pit mining and 
then up to 10 years of under- 
ground life. Mr Spiering 
expects to find much more 
gold in the area. 


Although Rio Narcea "s low 
costs enable it to be profit- 
able at today's low gold 
prices, prudence dictated it 
cut its exploration budget 
from $Sm to S4m this year. 

Half will be spent in the El 
Valle area. “We need 
another two years at this 
rate to see what we really 
have here." said Mr Spiering. 

S ometimes there are dis- 
appointments. In one or 
the pits, Boinos West. 
Mr Spiering's geologists 
found a block of ore as big as 
a car with an incredible 
amount of gold in it - equiv- 
alent to 300 grams a tonne 
compared with the average .7 
grams in the ore being 
mined. 

Unfortunately, instead of 
being part of a high grade ; 
ore zone, it turned out to be 
a block that had fallen from 
the pit wall when the 
Romans were mining 2,000 i 
years ago. I 


Oil back 
through 
$15 a 
barrel 

MARKETS report 
B y Gary Mead 


Vigour returned to crude oil 
markets yesterday. (ta'Ihd in 
part by a clear statement 
from Kuwait that i» intends 
tu sni'k further production 

cuts by members at the 

Organisation of Petroleum 

Export mg Countries when 
ministers assemble lor a 
scheduled meeting on June 
24 in Vienna 

"Wi? will start contacts 
with Opec's members to 
push for further cuts 
because the international oil 
market is over-saturated.. We 
hope Opcc will further cut 
its production in next 
i month's meeting,” said 
| Sheikh Sand Nasser al- 
Sahah. Kuwait's oil minister. 

On the International 
Petroleum Exchange the 
June contract for Brent 
pushed through the $15 a 
barrel mark after being 
stuck in n 514 tn $15 trading 
range for sutne time. In late 
trading tin* contract was 38 
cents higher at Stf.tiT a bar- 
rel , as investment funds 
returned t« the market. 

On the London Interna- 
tional Financial Futures 
Exchange ihe July coffee 
contract rase $13 to SI JDiiR a 
tonne, while tiu? July cocoa 
contract fell Ell to £1.120 a 
tonne. 

The Loudon Metal 
Exchange saw universal sell 
ing. Three month nickel fell 
SZWtoWTtt a tonne 

Terry S merlon, the Bank 
of England's former head of 
foreign exchange, said he 
expected the European 
Central Bank to hold 
between in per rent and 20 
per rent of its reserves in 
gold. 

lloli den said it planned tn 
reopen its L us Frailes zinc 
mine m southern Spain in 
about six months. The mine 
was closed on April 25 when 
a burst reservoir created one 
or Spain’s worse ecological 
disasters. 
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tab ctae 1724-28 

Open at 173.491 

Into daft) town 60.435 

■ Ut AM Official S/S rata 1*375 
LME Oaring Eft aBe 1*360 

Spot 1.6301 3q#s 16Z3Z6«ftc 1£16E9tobs 16115 


■ HflH 6BA0E CO PP CH iCQMBO 



Sou Day's 



Opw 


pries drags Bgh 

Low 

VW Id 

•toy 

77.40 -105 

79 £0 

7790 

398 1,880 

Job 

77.70 -1.50 

8020 

77.60 

407 3.335 

Jd 

7800 -1.05 

8060 

77.70 

7926 23.898 

Arc 

78.00 -1.55 

BOOO 

7030 

63 1946 

See 

78JJ0 -155 

80-35 

7790 

563 6,703 

Od 

moo -i.5o 

7090 

78.30 

10 1,532 

1MM 




10,148 60224 


PRECIOUS METALS 

■ UHXM HLUON MARKET 
(Priest suppBtf by N M MitscflMI 


3 mtrtto — _ 
SOw Hi 

3 maim 
8 mtba 
1 year 
MdOobtf 
Krugerrand 
Mato lad 
New Sontagn 


441 6 months 401 

469 72 6HMW _6:75 

4.13 

OTW ol US ca equv. 


* GOLD C0MEX flOO Troy m; S/bny at) 



Sait 

Oaft 




OpoB 


ptka drew 

MBA 

law 

IW 

tat 

May 

3003 

+05 



_ 

_ 

Jon 

301 2 

+05 

302.1 

2991 19457 63649 

Aug 

mA 

+OB 

3046 

3016 

2076 11,750 

Od 

305.4 

+08 

3002 

3092 

18 

5,117 

Dtc 

307 4 

+OS 

3086 

3&D 

523 f7691 

Fob 

309.1 

+06 

3000 

3066 

10 

9618 

ToM 





21,151 151678 

■ platiibm ntib; (50 Tray mu 


Jd 

389.5 

-66 

3900 

3800 

951 11682 

Od 

3865 

-6.5 

3906 

3850 

11 

794 

Jan 

382.5 

-05 

- 

_ 

4 

46 

Apr 

3800 

-65 

- 

- 

1 

11 

ToU 





9M 12J44 

■ PALLADMM flYMEX (IX Trey at; S/kay az) 


Jan 

30160 

+3.70 30460 2X60 

900 

2.754 

Sq> 

279.60 

-0.X 288.10 27790 

430 

1.448 

Dw 

27160 

-530 275.X 26550 

12 

338 

Tata 





U42 

ASK 


WWTUffE flOO tomes; E par aww) 

Sett Bay's Open 

*km dragt Mgb to W U 

V 78.00 -02 7825 7760 - 179 

I 8000 -025 8000 7050 176 1.844 

9 7100 -040 7000 7000 10 155 

m 8000 -040 8000 7050 72 3J93 

■ 8200 -040 8200 8160 63 653 

326 8,764 


■ smataa 6jw7mriK.Gii^iygj 

May 5702 -223 651.5 5715 19 447 

Jol 5712 -23.0 508.0 5715 8396 4S.442 

Sep 575 2 -23 0 598.0 5746 217 6690 

Du 5752 -230 5970 57SO 240 12037 


■ M«MC8T [5000* mta;certtf50n toad) 

■ay 29475 -700 296-00 29250 254 577 

M 304.75 -700 30900 30300 10,684 66088 

Sap 31175 -725 31950 31250 834 15242 

DSC 3Z7 7S -7.25 33300 32550 1.732 24.064 

Mar 33950 -975 340.00 33700 167 3015 

Jd 3*700 -700 347.00 34700 5 282 

TBW 13091 110099 

■ MAIZE CBT POOP tu reft CMM56B Dusbeg 

May 240.75 -750 24500 23800 5.440 5OT0 

Jd 247.75 -900 25275 24625 27208152263 
Sep 25400 -950 25900 25300 1006 37024 

DU 259.75 -950 264.00 258.50 14.654 1256711 

Mir 267.50 -950 2B90Q 26700 618 10063 

May Z722S -800 273.75 Z72O0 135 1008 

TOW 50,137 342036 

M RAHLET UFf? (100 tans; E per tame) 


sons 

M COCOA LITE (10 tonnes: E/towe) 

Sett Daya Opes 

price conge High Low Utl tat 
■toy 1100 -8 1113 1105 226 416 

Jd 1121 -10 1125 1118 848 29.575 

Sep 1140 ~ifl 1145 1133 413 22.<S4 

Dec 1160 -fl 1164 1153 1GZ 31609 

Mar uflO -7 lift! 1177 259 35.^6 

May 1193 -7 1196 1194 68 13137 

Total 17m 150326 

M COCOA CSCE no tomes; S/tcnws) 


MEAT AND LIVESTOCK 

■ uk unu cue moons nam 


Salt Bay** 

Men camp Fflgft 
Jun 67 575 -fl. ISO 67 775 

Aug 69850-0125 6999) 

Oct 68450-0250 61650 

Dec 89225-0250 69573 

ft* TOTS -0225 70.500 

Apr 71.225-0200 71500 

Tata 

H LEAN HOGS CUE (AQOXte; 


tow Vat 
67 350 8,730 
69400 3289 
88175 1265 
69200 168 
70500 52 

7TJ00 24 

19428 
CMSftK) 


Mag 

1702 

+10 

1737 

17G5 

£7 

MS 

Jun 

Jd 

1694 

-15 

1700 

1863 

5.070 

26627 

Jol 

Sop 

1714 

-14 

1716 

1704 

72E 

13027 

Aug 

Doc 

1740 

-12 

1743 

1733 

478 

16154 

Od 

Mar 

1788 

-12 

1766 

1757 

25 

9623 

Dec 

«*Y 

1788 

-12 

1817 

1815 

29 

3.T67 

Fab 

ToM 





W64 

78665 

Tata 


61 925 +0.850 61 975 61 150 1,569 7.488 

59.100 rO650 59200 59500 771 4.952 
54 175*0.625 54250 59500 184 3.678 


-290 

585.0 

5850 

15 

»» 

7560 

-050 

7E50 

7860 

10 

62 

-230 

5840 

5800 

3 2610 

Sta 

7560 

-060 

7060 

7560 

2 

2D 




86H 7*222 

Boy 

7760 

-060 

7760 

7765 

41 

786 





Jto 

7960 

-060 

7960 

7860 

X 

114 





■tar 

8160 

-060 

8160 

8160 

_ 

1 





TOM! 





■ 

« 


ENERGY 

■ CMPE 09 NYMEX (1 600 Pantos. Mmrefl 

Itoast Dofa Open 

pries drag* Mtfi Lam VM U 

Jot 1525 t022 15.49 1430 44.375 83325 

Jd 1603 -0.16 1914 1535 29B9S 69402 

A»g 1942 +911 1950 16.15 12.129 47204 

Sep 1975 -0.10 1683 1942 7.475 30.750 

Oct 17 02 +0.13 1705 1975 4302 71,136 

Nat 1735 -0.03 1735 17.05 1244 14.552 

T tod 105,812459310 

■ CRUDE 05 EE (Sftamrt 

Latest Day's Open 

price change Mgh low Val kn 

-ton 14.96 +0,27 1538 1430 23.487 40310 

Jd 1439 +0.13 15 00 14 63 21,161 75344 

Aug 1515 +014 1521 1438 3.924 30.416 

Sap 15.36 +0.12 15 42 1518 1.405 14.189 

Oct 1530 +0.14 1560 15-37 1256 9322 

Ho* 157Z +009 1572 1554 359 10097 

Totrt m nfa 

■ HEAIDIG OH, NYMEX (42.000 US add C/US HU 


UUa Obi** 
pries drags Ngfa 

4340 +039 43.70 
44.35 +032 44.55 
4550 +937 45 £0 
4665 +037 4680 
47.70 +022 47 JO 
48 65 +027 4890 


I OIL « p/towim 
Sett Day's 
pws drags High 

13325 -1.00 13425 
195 DO +025 13520 
13725 +025 13900 

140.00 +025 14975 
14300 +950 143.75 

146.00 +950 14575 ■ 


Low Vd U 

4240 18689 42,099 
4340 9234 27203 
44.60 2002 13,639 
4580 569 11.675 

47.10 322 8962 

4940 403 9884 

31261168^29 


Dpu 
Md H 

9287 14214 
11282 30.783 
2202 11267 
1282 10203 
558 19930 
860 14282 
2849140,123 


■ HATBflAL6A8KllJ00IMriB:yarautaa) 

JOT 9320-9060 8920 9320 S 1280 

Jd 9900-0.100 9920 8 900 255 1 250 

Total 1230 22256 


eoWTreyofl 

SpflM 

E equv 

SF7 sqdv 


Do* 

30090-301.40 


Opartng 

30060-30080 



Jm 

Momha to 

299.X 

182.462 

442.131 

Jd 

Annum fix 

29860 

182668 

449717 

Aug 

Oby'EMgb 

3D16D-XI40 



Sop 

□ay's Low 

298. W-29950 



Od 

flMM ClO tt 

28850- 300.10 



No* 

Loco Uta Mane GoM Laadhig Rdec {to USSI 

Tata 


NATURAL GAS HYMP POJCO 

latest Bar's 
price change High 
I 2225+9058 2260 
2280+0953 2220 
1 2230+0253 2.360 

r 2265+OD48 2290 

2400 +0D43 2425 

r 2.535 +9038 2550 


oriflta: S/nmBtoj 
Open 

In M 1st 
2.180 29410 41265 
2240 9698 26.807 
2295 3202 22472 
2330 3,423 15297 
2275 2475 19237 
2538 2 Dll 11 £5 
9984633,132 


■ UttLEADB) GAS0LHE 

HYMEX (42.000 US Qafc: C/US gabL) 

ttoart Day's Opu 

price dsaga Up lor H u 


Jaa 

52.70 

+0.68 

ax 

St. 40 13.4 ffl 42,645 

Jd 

5180 

+0« 

53S5 

5260 

76*4 34.916 

Ana 

54.10 

+063 

5460 

5910 

1S71 16.473 

sre 

5960 

+041 

53.75 

5260 

811 14.135 

Od 

5160 

-0.19 

51.90 

SIX 

423 4.462 

Hw 

51.40 

- 

5140 

51.40 

22 1,028 

Tata 





24652107699 


■ 8QTABEAMS C8F (5J00BB Mn; centoSOta btaefl 

May 85900 -7D0 G53JX) 64900 1609 5.428 

Jd 64490 -7-50 64900 64900 29392 71,202 

Aag 64325 -925 84900 63900 948 14358 

Sap 62925 -630 B3900 82900 375 4j033 

Ha* 62150 -950 62900 81950 7513 49323 

JU 62950 -925 63900 62750 321 2514 

Tata 37579 146584 

M SOYABEAN 09 C8T {60.00013: cenfeAb) 

May 2914 -913 2925 2990 1,748 3203 

All 2954 -907 2974 2925 18,430 93.778 

Aug 2964 +902 2982 2938 1540 20,611 

Sen 2953 +904 2978 2925 1230 12256 

Oet 2938 +901 29.45 2910 530 7.420 

toe 29.15 +912 2930 2675 6.447 27.143 

Tdal 39455 167.794 

■ SPTABEAH MEAt CBT POO tots Smi 

Mar 153J -22 1545 152D 1.306 £687 

Jd 1962 -3.1 1593 155.0 14,128 84,082 

tag 1572 -3 1 157.7 1562 820 19887 

Sap 1583 -2JJ 1597 1573 2B4 13^87 

Oct 1575 -3.4 1590 1575 263 9.183 

Dee 1692 -35 162.0 1S9B 2260 22.715 

Total 194m 139500 

M MMjB U/K SO tamx t per towel 


JOT 

140.0 

+20 

_ 

_ 

Mn 

7 76 

+20 

_ 

3 

Mar 

1120 

+20 - - 

_ 


Apr 

1690 

+74 1634 1564 

151 

1406 

May 

Tata 

1710 

+74 

151 

29 

16H 


M ntBSHT taa-roQ UffE {SIOAntor pan!) 


M COCOA QCCO) BDffareinnei 

May 8 Price Pnw. toy 

Daft 1333.05 134320 

M Hbtta LffTT (5 tomes: Sftmnei 

May 2008 +23 2010 1994 204 4.889 

Jd IB58 +13 i860 1850 826 22577 

Sap 1790 +7 1795 1780 223 7.T14 

Ha* 1746 +2 1755 1740 30 2217 

Jaa 1706 -3 1704 1704 3 181 

M» 1666 -fl - - - 357 

Te M 1284 37^39 

M OWE *C CSCE B75008«: cenaflte) 

*8 12950 - 129.50 12900 75 1.005 

Jd 12905 +050 12975 12650 2555 17.132 

Sep 12950 +0J0 126.00 12450 628 7.795 

Du 122.00 +905 12250 12150 149 6608 

Mar 11900 +0.15 11950 11975 189 2.284 

May 11755 +910 11600 11750 113 960 

Told 3568 38490 

M COH43E (BCQ) flJS cenPOtoaiB 

May 8 Prev. tq 

tt»p daft 11306 11250 

15 day avwaae 115.62 11633 

M WHITE SBSAB UffE (50 Banes; S/Uwnei 

Ang 2655 +35 2655 2625 1500 16234 

Ocl 2845 +2.5 265 0 2631 417 11,429 

Dec 2685 +15 2690 2875 77 1504 

Mar 2725 +92 2725 2705 68 2.140 

May 2755 +1.1 2760 2741 40 S23 

Ang 277.1 -1.0 2815 2768 58 Ml 

ToW nffi 34588 

■ SD6AH H' CSCT (UZHOOBw; ccnteAW 

Jd 954 +0.10 925 9121 1588 82.875 

Od 944 +9BB 945 636 3J906 5156B 

Mar 954 +909 955 9.76 2,261 25,440 

Hey 988 +O.10 9B8 951 18 3542 

Jd 991 +0.10 9® 956 120 3.610 

Od 9.91 +910 9 SO 959 10 3573 

Tata 17,786170576 

■ COTTOtt WCE i50.000ta: caagflba) 

Jd 6640 -926 6556 6610 4501 31.159 

Odi 6630 -023 68.48 6610 290 3^0 

0k 69.73 -025 8958 8948 4537 32577 

Mw 71.15 -020 71.35 71 IB 1M 7535 

Itoy 71.88 -0.15 7215 71.70 67 3530 


65 738 

6415 33586 


M POBK BBJJB CME (4QDOOIta tWttrts) 


Hay 

JUU 

950 

320 

-20 

-15 

960 

935 

950 

935 

Ji 

6 

3S3 

53 

M OflAHGE JOKE IfffX flSJXIOftK caac/ld 

Jd 

905 

-25 

910 

805 

38 

347 

Jd 

11465 

-0.70 117.X 11230 2229 20.716 

0 d 

1020 

-30 

1040 

1020 

X 

184 

MU 

11765 

-0.40 11960 I1S.75 270 5615 

Jaa 

Total 

BR 

1050 

□dm 

loot 

-30 

Pm* 

1004 

1050 

1050 

75 

242 

58 

1405 

RO* 

Jan 

Tata 

118.40 

120.90 

12315 

-0.40 120 75 11760 524 4^51 
+060 122X 12025 76 1.774 

+050 123.40 12200 2 917 

W Sits 


PULP AND PAPER 

M PUtfBI Dim flJSS; Z< air Hy BM| 

Sett Day's Open 

pries ebapga Mgb Uw W u 

J« 528.00 -£25 53100 53800 15 550 

Sap 54600 -7£0 S51S0 54800 20 342 

Total 35 979 

FUTURES DATA 

AS fcftmw dhta mtpM ft CMS 


Mmor metals bom Metal Bulletin 
European free market S per lb ki ware- 
house. imbue mherwtae stated (last week s 
in brackets, whore changed). Antimony: 
39.65%, S per tonrm. 1.470-1^30 (1.490- 
1.540). Bbnwtk min. 99.95%. torme iota 
3.65-3.85 (3.80-4.00). Cadmium: min. 
99.95%. cents a pound, 26.00-30.00 
(28.00-32 00). Cobalt: MB fnw msrRet. 
mb. 99.8%. 24.50-25.00 (24^0-25.00); 
min. 99.3%. 20.80-21.30 (20.50-21.00). 
Mercury: mm. 09.09%. S per 76 b flask, 
133-143 (135-145). Molybdenum: 

drummed mWybdic odda. 3^6-4.15 (425- 
428). 


WUME DATA 

Open mfciBfl ad Wnme data Ann tar cotracb 
traded an COMO. KVMEX. C8T. NVCE. CME. CSCE 
anfl IPE erode 0l are ere toy ki arreare. Mum & 
Ow Uerul Matt ac tar al ffaded nwnBc. 

NDl^S 

■ Realm (B89ft 16/9/31 = 10ft 


May IT 

Hay 8 BMMhago 

IwraflB 

16296 

16323 1 6556 

16726 

■ OB Mm 1967 = ioo) 


May 8 

May 7 HHtb ago 

yrorago 

225.14 

225.35 


1 esn Spot (ta* 1970 = 1001 


lhy« 

May 7 ranrih ago 

a* 

103.85 

18967 16846 

197.30 

UK MAffiHOOX 5TQBS (UM) 


AMrewn 

+7400 to 

518.425 

tounkiBui day 

-IX to 

50220 

Oner 

+8.150 la 

mn 

UM 

-200 la 

10B.4X 

HEM 

-78 O 

84.404 

23K 

-r.azs to 

454475 

Va 

-90 to 

8410 


May 

60.725+2125 61 200 60.400 

239 

1X8 

Jd 

57eX-<X425 58650 576X 1,367 

4.445 

Ang 

54.825-4625 5S.TW 54.RB 

115 

1,171 

S»P 

49S75 

- 50250 «600 

3 

29 

NO* 

45.150 

- 457X 46.125 

26 

235 

ToU 



13S1 

7,188 


LONDON TRADED OPTIONS 

Strflre nrtce S lonna -OA- — P 


M ALDWHBM 

ffftTWUffi 

1350- 

1400 

1450 

M CO PPER 
(Grade -HUE 
1600 ____ 

1700 

1600 

M CORK UFFE 

1850 

1900 

1950 

M COCOA UFFE 

1100 

1125 

1150 

■ BBEffT CHDBE PE 

1450 

1500 

1550 


Jun Sep Jan Sep 

33 73 18 32 

11 47 44 54 

2 26 85 85 


•Aar Sep 
129 154 

54 93 

15 52 

Jd Sep 
75 122 

96 111 

43 102 

At su 

42 71 

30 57 

20 48 

Joa Jd 
22 

5 92 

29 


LONDON SPOT MARKETS 

■ CHBDE 0ft. KB flu band) +or- 

Detto 51307-3.17* +0030 

Brea Stand (tofed) SK51-4j>5 +0-380 

Bren Bend (tool 514.9! -4.93 +0.180 

W.U S1632-634x +0.100 

M 06 WBDOCTSMTO pronto detoen (ffltamd 


Premkim GBtatoa 

SI 67-189 

+1 

60S X 

5134-138 


Meaty Fuel X 

S67-69 


HapbDn 

8151 -153 

+3 

Jot bal 

SI 53-154 

+26 

Diesel 

8138-140 


M NATURAL GAS OtoEarenH) 


Bacton Urn) 

S.15-&2S 

-0.10 

maun Ago. ret Date tout} 393 87® 


M OTHER 



Goto (per troy 

E301.16 

+160 

SOw (per troy in)f 

579600 

-2460 

ndfewre ()ur trey in) 

538660 

-068 

PMMkn (per toy at) 

5321.00 

-460 

Cam 

87.X 


UM (US prod) 

4540c 


Tin (Kuala Luqu) 



Ta (New Ttafl 

2786 


Cride Are wetghO 

B4.03p 

+265* . 

Sbeeg (fin ragbQ 

12760b 

+11.95- 

Pfts Mre mfthOt 

67J8p 

+168* 

Lot toy sugar (narj 

£23130 

+3.10 

IflL toy ngar (wtt 

32S860 

+260 

Barley (Eng. feed) 

Unq 


Maize (US No3 Yetori 

n os.® 


UtoM (US Dak North) 

Unq 


Ruttx* OtoylV 

4575P 


Mb* (Jro)V 

47. Tie 


Rubber (KL BSS Hoi) 

2950(ta 


OOCOM « ffMft 

7350y 

-ULO 

Prim 01 (Mday.)§ 

7026 


Capa (PtfflS 

*410* 


SftOtoBK (US) 

1826 

+ao 

Cetton OMtadTA' Mai 

man 


Wtobom (649 agw) 

3S7p 

+1 


C pn ta« wte* atontH ibfc4 1 paarig e 
htaPAMaUrtyrtoMiMTIU 
RnaefMbimiU - Ctooge vn vai 
Mdomtonitt 


tpaorig. ccaMb ritogplr 
ita.VtaunnfSta.yar 
OUPOtanwtaL ismbQ 



Jan Sep 
5 34 

30 72 

90 128 

Jul Sep 
87 182 

SB 221 
135 262 

Jd Sap 
21 31 
34 42 

49 58 

Jun Jd 
1 31 

5 


CROSSWORD 



ACROSS 

1 Understatement in T.S. 
Eliot' play (7) 

S A bank loan has usually 
got to be obtained (7) 

9 Quiet joke about small 
uprising In S. Africa (51 

10 Restore privileges to sol- 
diers in the country (9) 

11 Dangerous situation that 
frightened buccaneer to 
death (5.4) 

12 The remains of a sporting 
trophy (6) 

13 Two score in Rome, we 
bear, and do better (5) 

15 Grows wrinkled (91 

18 Flan game anew after false 
start (9) 

19 Many ways to show feeling 
15) 

21 Brought back a block of 
wood (5) 

23 Disturbing events one is 
acutely aware af (9) 

25 Noticing nothing unusual 
in disguise (9) 

26 Live m the past (5) 

27 Joined by the sailor - or 
the parson (7) 

28 He may be prepared to sell 
his land (7) 


DOWN 

1 TU bake a pleasing confec- 
tion (7) 

2 Performer can depart in 
confusion (3-6) 

3 Twitch and begin to wake, 
perhaps (5) 

4 Very strung sticking-plaster 
(9) 

5 Tongue of land surround- 
ing a lake that's over- 
flowed (5) 

6 They may click at dances 
Ol 

7 Come up to stretch between 
bends (5) 

8 C-omes Into line for clothes 
<7) 

14 Teach girl in an idle furm 
19) 

16 Start of the strike Is a reve- 
lation (6.3) 

IT Emotion excited men Into 
it (9) 

18 Argues one's case but 
throws in the towel (7) 

20 His choice will get cross (7) 

22 Near-beer place? (5) 

23 Reacted like a startled 
horse and threw (5) 

24 Test side batting needs 
help In upset (5) 


4-': -. ' a 


a.- \ 


Si 0 ® 0 ? prfae On Saturday May 23. 

Solution to yesterday s prize puzzle on Monday May 25. 
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FINANCIAL. TIMES TUESDAY MATt 12 I 99 S 


LONDON STOCK EXCHANGE 


Wall Street mergers underpin Footsie rally 


WKjjra, 

By PfuQp Coggan, 

Markets HTtor 

A merger-inspired surge on 
Wall Street, where the Dow 
Jones Industrial Average 
jumped more than 100 points 
in the first few minutes of 
trading, allowed the FTSE 
100 index to regain the 6,000 
level yesterday. 

The London market bad 
its own modest bout of take- 
over speculation, although 
talk of an Asda-Safeway deal 
was dismissed by both par- 
ties. And shares in EMI were 
the sharpest Footsie faliers. 


after Friday's announce- 
ments that talks with a 
suitor had been abandoned. 

The mar ket traded rather 
listlessly at the start of the 
day. with Footsie reaching a 
low of 5,957.4, down 12.4, 
after the first hour of trad- 
ing. But news of the US 
mergers, and the reaction on 
Wall Street, allowed shares 
to rocket ahead in the after- 
noon, carrying the leading 
index to close 58.5 higher at 
6£2&3. 

The junior indices, which 
have been lifted recently by 
the decline in sterling, 
chalked up another set of 
closing records: the FTSE 


250 gained 3t3 to 5,7714 and 
the SmallCap rose 24-3 to 
2,728.9. The pound slipped 
slightly once more yester- 
day. 

Meanwhile the FTSE AH* 
Share index, in which Foot- 
sie has a heavy weighting, 
gained 252 to 24344.4, within 
three points of its all-time 
closing high, set on April 6. 

Robert Buckland, UK 
strategist at HSBC Securi- 
ties, said the market was 
well supported by liquidity 
nnd by the Call in bond yields 
over the past 18 months. 
“But the bond markets are 
starting to run out of steam. 
The next 1,000 points are 


going to be harder work 
than the last L000." 

The latest Merrill Lynch/ 
Callup survey of UK fund 
managers found bulls and 
bears of UK equities exactly 
balanced, after bears had 
predominated in April The 
managers continue to be pos- 
itive on Europe and on UK 
and international bonds: 
they are sharply negative on 
Japan and the Pacific basin. 

The day’s economic news 
was broadly in line with 
expectations, leaving the 10- 
year gilt virtually 
unchanged on the day. There 
was little sign of inflati on at 
the producer level, with 


April's input (raw material) 
prices down 02 per cent on 
the month and 9 per cent an 
the year while output (fac- 
tory gate) prices showed 
only a i per cent annual rise. 

Industrial production 
jumped 0.T per cent on the 
month (thanks to a weather- 
related rise in energy use) 
but manufacturing output 
was flat AH told, manufac- 
turing activity fell slightly in 
the quarter, the second dreg) 
in succession, putting the 
sector technically in reces- 
sion. 

“Overall, these figures add 
little to the base rate 
debate," said Michael Saun- 
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dere. UK economist at Salo- 
mon Smith Barney. “Manu- 
facturing output is probably 
weak enough to stop rates 
from rising but the authori- 
ties will be reluctant to cut 
rates until there is a dearer 
downturn in domestic 
demand and service sector 
activity and in core retail 
price inflation.” 

Volume was Sftfim shares 
at the 6pm count, of winch 
67 per cent was in non- 
Footsie stocks. The first day 
of trading in Thomson 
Travel contributed around a 
seventh of the total, while 
jewellery group Signet was 
also active; 
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EMI 
faces the 
music 

COMPANIES REPORT 

By Steve Thompson 
and Peter John 

The flurry of takeover news 
said to be driving the market 
was not exclusively positive. 

EMI was a substantial 
casualty and the weakest 
performer in the FTSE 100 as 
the market was given its 
first chance to respond to 
the announcement, after the 
market closed on Friday, 
that takeover talks with an 
unnamed group, had been 
called off 

ft is widely assumed that 
the talks involved Seagram, 
the Canadian drinks-to- 
leisure group and that the 
talks foundered after the lat- 
ter failed to make an offer by 
Friday. 

And speculation in the 
stock market suggested Sea- 
gram may have turned its 
attention to FolyGram, the 
Dutch music company, 
where it was also suggested 
Philips had put its 75 per 
cent share stake up for sale. 

EMI shares fell at the out- 
set. hitting a session-low of 
524p, down over 8 per cent, 
but rallied quickly to touch 
538p before slipping back 
again to finish a busy ses- 
sion a net 38 or 6.6 per cent 
off at 535 p. 

Dealers said Friday's news 
was not a total surprise. 


"The shares had been cm the 
retreat all week. The longer 
the talks went on the more 
the uncertainty grew.” said 
one dealer. 

Responding to the break- 
down of the talks, the media 
team at Merrill Lynch down- 
graded its stance on EMI to 
“reduce" and said: “EMTs 
share price has been driven 
by takeover speculation. 
They are now left without 
this support" Merrill has a 
share price objective of 490p, 
which still represents “a 
generous ID per cent pre- 
mium to the UK market”. 

Courts [lids, the rhpmirflk 
group being bid for by Akzo 
Nobel of the Netherlands, 
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spiked above the offer price 
as it revealed third-party 
interest 

It announced it had 
“received a preliminary 
approach from another party 
that may be interested in 
malting an offer at a level 
above that proposed by 
Akzo". 

The impact was a jump of 
23 to 464p, a premium of 14 
to the bid price and the sec- 
ond biggest rise among 
FTSE 250 stocks. 

The two principal ques- 
tions were “Who is the third 
party?" and “How much will 
it be prepared to pay?" 

On the identity, the con- 
sensus appeared to favour 
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Christiania Bank og Kreditkasse 

(Incorporated in tka qf Normal vmCi Brrmitnd UobiSty) 

U.S. $200,000,000 

Primary Capital Undated Floating Rate Notes 
Notice is hereby given ihqt the Rate of Interest has been fixed 
at 6.05, and mat the interest payable on the relevant Interest 
Payment Date November 12, 1 998, against Coupon No. 24 in 
respect of U5S10.000 nominal af the Notes will be US$306417 
and in respect of US$250,000 nominal of the Notes will be 
US$7,666.67. 


May 12. 1998. tendon 

By Ofeonk NA [taup Strwaa), Agon Bant 


Cassa di Risparmio di Verona Vicenza 
Bellono e Ancona 
U^$100, 000,000 

Floating Rate Depositary Receipts Due 1999 

Notice b hereby given that fo Rata of tntarmt has been fixed at 5.9375% 
and that no interest payable on 8* relevant Merest Fwmwtf Dale August 
12, 1998 against Coupon No. 18 will be USS15T.7A in respect of 
USS 10,000 nominal of the Receipts and US$1 ,517.36 in rasped of 
USS1 00,000 af the Receipts. 


International Finance 
Corporation 

VfashingToo, HC. 

Italian Lire 
200.000,000,000 
Floating rate notes 1998 

Notice is hereby given that for 
the interest period 12 May 1998 
to 12 August 1998 the notes 
win carry cm interest rare of 
4.80156% per annum. Interest 
payable on 12Atnprst 1998 will 
amount tom.61,353 per 
1715,000.000 note and 
I7L 6I£S33perl7l 50,000.000 
note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


CIT 1 BANCO 


The Republic of Panama 

US$417,402,000 
Floating rate serial notes 
1996-2002 

The notes will bearinteresiat 
ft 75% per annam far the 
interest period 12 May 1998 
to l2Nooember/99& Interest 
payable on 12 November 1998 
trill be USS2 1.23 per US$615.40 
principal amount oat st a n d in g. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 



Republic of Italy 
USS 1.500. 000. 000 
Floating rate notes 
due 2002 

Notice is hereby gioen that 
the nates will bear Interest 
at £5525% per annam from 
12 May 1998 to ISAagat 
1998. Interest payable an 12 
August 1998 uiU amoant to 
US$1422 per US$1, 000 note, 
USS 142 15 per USS 10,000 note 
and USS1.42IS3 per 
USS 100.000 note 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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est UK holidays group after 
Thomson and Airtours. edg- 
ing up 7 to i68Vip after 
unveiling a well-received 
acquisition In riaTiadn 
Airtours, on the other 
hand, suffered from switch- 


FUTURES AND OPTIONS 


h pnewaaPBtamHE5fljrgEiOH»rMHfe« wh 

Airtours, on the other ° 9 ” s ® atFte8 

hand, suffered from switch- g . SS SSS £• SS SSJ 
ing and closed a net 21 lower ^ t^ron +530 

at 5l0p. “The slide in Air- ■ nsezso hdex Rims pjffei cio pa uwbkw 
tours is puzzling. After — — ^ 


E*. sol Opan M 
14287 153331 

ICO 10881 

0 250 


220 a. f Vr ** is puzzling. After - — ^ 0 

- wr "i — — Thomson s great success 

■*= — sr - » • « » ” 

News at the latest multi- » mm «■*, “* 

billion dollar mexger in the ^ « » r& is m « «»t 4377 * n n in 1 *1 *• ?u 

two US groups - PPG, one of Lasmo ended the day 7 US, between SBC Communi- j» » in » 122 a «n* » io lmui’t w m n»*> w « w 

the word's biggest paint higher at 271p with one cations and Ameritech. re- * 2* ® * ’NSJSLiL « SSS £nv*Z re 

companies, and DuPont, the newspaper saying prospects awakened the prospects oE {JL *** 501 ® * 4*44ee 

US conglomerate. However, in Pakistan were much further consolidation in tmtjBmxm 

Valspar and Sherwin Wil- greater than previously global telecoms. ■ euro sttue ftse wo mdex ovnon ajto eio per tua mukm 

barns of the US were men- believed. Cable & Wireless finished 1 ZT ~ ZT III jZT ^ 


two US groups - PPG, one of Lasmo ended the day 7 


6*50 e re 
C ? C P 

1 ki »• m 
nrhnr^ 1 « jw 


tioned. as were Nippon and An 
Kansai of Japan. up a! 

US interest is underscored good 


And Enterprise closed 23 the session the best per- ^ » we. w \m zu» w so ss n m u 120 b rs 

up at 556p on anticipation of forma- in the FTOTI 100, Its Jn 322 \rnxv, in am U3h w t* inr? wi wu>i» a; ««» »»* 

good news from one of its shares climbing 33 to 677 p, ■“ » ™ wuuass m he wnt 200 *» 2 m wn ;4i sm sfe na 2W 


am uzr naans 

■ arosme FTSE WO MBB 0P1WI ftJTO £10 ptf M PM* 

ay sen 5923 Bos ma bqtb o» nn ( 
am an m IBM lira 2ltt IB Kb 90 5E 9 84 14 19 S 1C 


Irish paper group Jeffer- 


hn M NH 
pfea pfe cap 
p BP W 


by hefty share buying over wens in the Gulf of Mexico, closely followed by Orange, ^ ^ 
the past year, in which which jumped KWp to 455p, can Puna 

Courtaulds has seen US Hohlrfi and Vodafone, up 20 to 69 (^j. t «m **■ 

holdings more than double lnomsun ueDUI “it seems we're getting a 

to above 20 per cent. Thomson Travel's stock resurgence of the speculative 

Its biggest shareholder is market debut surprised even froth that died down 

F ranklin Templeton, one of the most b ullish observers, recently, " said one telecoms ^ w , 

the top five US fund man- the shares racing well specialist. pfea pfei 

gers, which had X54> per cent beyond the expected I5p-20p Irish paper group letter- p bp j 

in March. The other big initial premium, as institu- son Smurfii lifted 16 to 240p - fp. 

shareholders are Sriiroders. tions and jalvaie investors after the group announced it *- 

PDFM and Prudential which scrambled to buy stock. had successfully closed a § FJ / 

have more than 20 per cent The shares were priced at merger deal with Stone Con- - fp! 

between them. I70p, the top of the M0p-170p tamer of the U5. - ** 

As for the price, Jeremy range set two weeks ago, Irish stockbroker NCB _ 

Chantry of Credit Lyonnais and hit 210p shortly after the published a note highlight- - fp. 

said a bid above 500p looked opening, before reacting on ing a post-merger share price - ^ 

stretched. flurries of profit-taking to around current levels but a §i ra \p 

But Martin Evans of Suth- finish at 193biip, stiU a hefty target of up to I£3.40 (28Qp) - fp. 

erlands argued that the Akzo 14 per emit premium. and Goldman Sachs reiter- 100 » 


ap 517 229 - 48 Vl 2E2 

Daet BBR 302 Bfe 33* 

CM «4M Ffe UBB ' fefeqfel UK 


LONDON RHCEf'iT ISSUES: EQUITIES 


m to. to m 

Bh.ae.lHM 


is erlands argued that the Akzo 14 per emit premium. and Goldman Sachs reiter- 

372 offer “seriously undersells The institutional offer was ated its “outperform” rating. 

l.innt.Mdn mlnA 9 _ 8 itla AHfl finfri V«n VtfV 




26fl 

ram 

9W HBMftm 

97fc 


- 

* 

- 


■_ 

FP. 

Kfi 

325 

2B tMMnFBbOi 

S5 


- 

■» 

• 

- 

575 

Ff. 

3732 

890 

ns m 

TBS 

-lPi 

- 


- 


S 

FP. 

_ 

1009* 

mtimtmQnXiC 

nm 

* 

- 

- 

- 

- 


FP. 


62 

59 MctiB 

81 


- 


- 

- 


FP. 

mo 

am 

JBSmJMMB 

sn 


*75 




4 

FP. 

121 

s 

51CM«0JL«WB 

9 


- 


- 



FP. 

UM 

l 

1 tODWafe 

1 


- 


■■ 


. 

FP. 


no 

100 Obis Bn AM CT 

no 


- 


- 



FP. 

772 

i« 

UKttMaMtim 

i» 

+3 h 

- 


• 


. 

FP. 

20.1 

20 

20 C8ERMMB 

at 


- 




5 m 

FP. 

2*1 

i m 

115h JM Teton 

12tK 


Mil 

3.9 

tl 2019 

_ 

FP. 

1«6 

Hh 

125 JtmtoMka 

a» 

-1* 

122 

« 

11 

95 

100 

FP. 

360 

ant 

wmtaafwn 

Shi 


- 


- 

- 

- 

FP. 

- 

36h 

34K TMnMOwB 

K 


- 


- 

- 


the strategic value of Court- oversubscribed six times and Charter, the engineering «fe Biteu«»ata»s«fei«eM 
a aids”. the retail offer was three group, shot to the top of the 

Oil exploration stocks times oversubscribed. FTSE 250 performance, 

were among yesterday’s Thomson Travel shares league, as Panmure Gordon 
gushers as positive articles were by for and away the moved the stock on to its 
in the weekend press set a most active on the London buy list, taking, the view that 
trend continued by a very market yesterday, with 11 Qm ft has been left behind after 
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changing hands. recent upsurge in engi- 

Leisure medalists said the neering and manufa c turing 
strength in the share price stocks, 
was a reflection of the seal- Panmure ’s John Nut tall 
ing down of the stock avail- said the enginemng sector B Baofefe hhw 
able to UK institutions, had risen 20 par cent since 
“Clearly the UK institutions January 1 and the diversi- 
are underwei^t," said one fied industrial sector by 18.5 HantewtadH 
analyst. per cent, while Charter has SfJ&ISS* 1 ? 

Other holiday companies underperformed the market 
attracted keen interest with by 18.5 per cent Charter . 

First Choke, the third larg- shares ended 37% up at 740p. 
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Rockwell is pioneering 
GPS-based air traffic 
management systems for 
passengers’ safety, efficiency 
and convenience. 

M Rockwell 


*a 308 140 04482 
1.140 553 1*19.7 
+1 70012350 _ _ 

1.894 *41 1*85 019 0* 29* 
329*0 *240 Ml 1B75 14 254 rr 
5490 +70 8*00 6*50 - 22.5 iL 


_1*10 670 2*21. _ 

» tS SI* 1 " ^’'SS ggli^ Eg 3 ^ S 23SBE 

^J® £SI1H5§SS sg u m S8 t*«f iSSft **s ? *il£ S2“* 

21 1 -* figs 3S*M*- :s d 
5 B 3« - Shi &'£&'££ »2 :s«s»s.7. 

j.h *.--->b+ ^ a-f’iBs. -ns Tsss'tstii-: sS 

8* -20 53 SO 28 81 05 m HMgl 


143 +18 330 85 — 

80M *21.430 587 1219* 

« -iur mm tom (L8 38* 
«i*dm <4jnsB8Bnn i*z7* 
1®J 4MB). _ 


um -'-SoSzSSwma •SSH „2S i S 25 J-SSJS ^ S 
™ 432 "So ^24 0* - kact> 2 - 180 * +1154^5 i.S 1*S* 

i*5 *«iSS g™ 1 *«j rs“^“-ST i* a4 S 

1J28 +401^341*30 1*19* 282?" 2j2 -« MS 6Q1 1* _ «**» ’ *«- 

354 <0 354 219 1.1 M3 KE2. SnS 

1.735 <351*65 841 2020* SS 

4^5 a S 5 "a sa ”■? 

KS I^+SKvSm InSii 5"*0 8700 +10 782 403 1*35* ssm 244m 


<19 2*301*00 76247 
*8 735 270 23 99* 


s& B 3H9IBZ 3: i iS S *9 


_ 3 boo lam 0J21.4 JW0*M Nay 8 / RupaA) 

+1B 9*0 514 I* IBS 

_4 j 'St “■’«»« 17*50 +35 22OT I.4S0 a7 387 _ „ Arj 

-f “J I 3 -= sws» 1,4130 *n 1610 inn dj 572 ** * --jjsc 

-1 2? ^Ss- 4 ^ 3 staaoi 5M *io t.iso 51000 _ £■£• SS - ?I5 

— 635 230 2-3 41.0 SboUf 80 4-1 188 3fi BftMflV 400 - 1.67! 

~1«2 «utt'SS 46« is 7M m ii a i gnjnr wo ..w 

-1 319 97 21153 2*25® 

_ 419 196 20 taKPP 2175 . - 7.701 

-1 448 171 25 " Mm 1*00 _ l.TSt 

+31.140 572 1 4 39* .S9 0 ■ -}SK 

-7 2000 1*00 1 4 ...}S£P --S-S2 

+fi era CT1.7 2SO U1H0 975 .. 97W 

10*700 ♦» 11708 9*70 15 £1* 

4070 +7 648 312 2* 342 

isms ^i^i.?sa? 3 ^ ,wu,,a « |,fa » B/MVBi 

MWOI1174H +*« 1773D IBJOO 05 1 TIM <401*00 iSS iflMT OK) _ 

a? 2*50 +130 imn ? m ox *52 '‘255 »' i 5S2’SS S5* 4- ' e“*f* 7270 +111*00 5451* 97 Aau>ni 0*2 

sasft 2768 +31350 2300 15 10* TO 1*480 K5J2 *?5S *’! 275 1*305 Bound 2810 _ 

SGSRt TO +1 610 450 23 712 KSb, j S niSSl §"** JJ! + S S5 ~s MM* 13W - 

SAW Br 1*05 *651*05 689 0*24.1 KS ISS 52 <ao 1 9 »* 2M *7 E? S76 0*fl* EON 840 >3450 

a*t»o ^ap +i42i^i«ai ? *2M SSiSo ^iSSiSoi 1 *^? s™* 


a.i ias 

+01*80 705 _ _ 
rm 404 +238250 729 1.4 214 

ROM* 2*92 -8 2380 1*60 1.1 _ nta T 

■— +401*10 457 1*17* ami 


+7 551 190 2*13* 

+11 279 120 1* 184 

*8 382 141 1.6 76.1 

-7 55/ <305 15 .- SSS+t i 
-1 670 475 IJ 31* toi«« 


14550 D* 28* u&l 


KM 


+J 32$ 135 1 4 284 FtxGip 055 

+1 TO 300 1.1 *47 Gam 1170 

*7 m 131 16 194 4« 


290 
1*85 
R0klft 1*46 
SASDan 124 
Stab 5200 
277 


I tanft, 170 3 55 rSTSmo «2Sv I£S 's ,c MSi? I52JS 

^ gs 1 1 BiiSi ® 

«. ,.S1S,« SJHSS^. .8 

nuM 710 *10 284 186 2*14* g ®L +S-S -jmJBiSKim “ ,M 

RMfcO 290 _ 383 740V7213* ggg? ZD ™ ' li S 2,1 SS n 5S +7 «« 

MM 1*05 —-U759SU4 0*33.1 ^.tS mS ,J22 JJ 

Hart 1*46 *6-l.«n 985 1.031* ™2 4j * ,l ?S 4I lS HS+ 

SAOho 1M +7 07 a 2815* *8 HSn 

Stab 5200 +105595019050 — _ BW* S *5 1J , 

ScvtaA 277 +7 £84 HSSD 05343 SwL . ?5? » H? !S !•? *14! 

£E5*s8 283 +8 201 14332 05 35.1 

Sort 104*2 +3*2 207 135 2* 105 

Tofco* BSD +13 era MSZSSSJ2 — — 

Tnto 1*» *41*00 819 24 11* KK 

nb8 1US -2 ZVJO 130 JO 24 7.6 


http::.'www.rockwell,com 


Sam 2*04 *9 2170 1*00 1* 13* 5SS. +*as3 *jn ?i5n ITS) (17 ^"r 

tonr 1*40 +301*70 bib _17* iIm* JSC* ISSt Xi Sis mow 

isff w S S U S 3S Si S uesr ^ 

toft »b^i*,7*^ is J’S »tf®aL3S *L B1 ^J SliwSac. 091 

5UbS6 1.187 *31 1*89 070 T* IB* 

3rtM 361X0 +0 -3B5 3tt _ _ 

MftfW 685 

MBS 

» 


*7 583 219 21 _ 
-23*84 1*76 1*2X3 
-3*5 253 105 0929.1 
2*24 +33 2*701*94 1* _ 


♦7- HgB to TM m +/- 0ft to 10 WE Vfab2r 2*a 5»l,wIoS 

9*90 +180114014.080 1* _ POUND NV It /ZU>I “ +1Z “ 483 10243 

0.1C® :~i56 0.750 4^00 14 „ 

+7sSeb fsu! i*to* Btoy 670 +2 *88 <0 21 _ lUBBf fftay 11 /Ik Urn] 

27*60 +U5D29J60UIBO 1*34* HKta £7 -3 SO 25.10 04 0X5 


?4»4 tajft^ rlpiir 'ra Sb« Uto* Mfty 870 *2 -88 402J — lUWEVflbyll/TkUmJ 

“ IS^<*n I£a| 1*365 S 3I ;is4.1li tort 09000 -100 HUSO 4*30 29 408 Wto 2880 

... .38 B^S^CHVniS El if JHliil’S :Btr 



™ 13162 54M 1.1 263 SHE. I™ 

1 TO iSisaT 35* .MSB iSJ.'SSMIg&IUI *S« °» 

+biSoixm 5*31* SL <B “SS8 iS ll S > -JS?^SS **m j-m 

iSJS.SU.aS 2318 !H 


•15 070 350111 40 39200 Mora A 

32 2 0 5.412B5 Jaiewf 

. 615 0*2119 .. 114323 ftnbH 

74442Q mini 

lito I 

r RupaA) imSSSke 

110155 Dm 
24300 OnuffA 
..4 450 B7S4* 61 S1341 An! 

. 2.175 240 5 1 4 0 3500 PnCnF 

_ 1*75 375 _5* 1771754 P0C2P 
-2*75 940 5*15 3 516907 Ptafcv 
_ HJSB 1C 35 98 «»BSnDw»r 
..2.700 525 1 6 25 9 MSO FWSa« 

— 1.750 275 80 J1 '<2^ PcnrCD 

..3X00 475 90 40 g 4 'Z5?" ffl 

. . 5*75 2.050 1 * 20.3 34870 JSV. 

.. 9*00 350 164 i* OgTil 

29900 53SI 

UVO, 100 Ronm 

80837 RngCN 
187707 DaiEl 
-17a 1 49 4 B 25 %!*? 

— IS H 2MW& I 

~+4& ?n !! 375057 horbCx 
- 2 !f9 37673 3 i =DS5 Bora* 

— 036 +5 31697 fesMU 

■■ IS 11 1SJ B 285 ac-u 

*4S|a 4 lJJS 8700 SR Td 

— 4 ® +f7 43 I 43 1014 SOjmA 

— 1000 2 74 6 0 759 5im 

3« ODD 6* 39 SMlS 

. 7*8 52 5 7 10247 SaJfC 




3*00 2*30 0*27* 
417 150 26m* 


. 


m ^ & vs *4 JKUB ^ M ^ 3Bw ^ 3ra as. ii 

ftSSk 


-.10 44 28 20 21* H? 4*90 +10 WOO 2*30 21 2R9 

+138158*57*7 U3U "g» +1® 7.140 2094,1 

■mamto.1T/iM HS" 1 fS *'3*38° a® M 442 g"£> '-™ 

nt*HTOy1T/IUt FFB 32250 -0 TO 290 5u4 — 5*5 H 20*00 +7SD 22*00 8*80 20 2X3 

tong 2946 +JS 38.10 21X0 ZO T5J ^ 

MftA 114 +1*0 12086.10 -.3X0 to KO I! 23* W 

Asks A 1170 +3 12000*8 2310* -- — £18 -*K HHS SS« ..— ■ +._ .- 


3iA SBSS «g 
bto sow aw SJi.i£3l»3£ 

WBM 1*400 -68 2130 1*20 1*20.1 {H* 


+8021313*80 A4 2&4 ■ 


„ 24*50 +500ff*5D,iJsa 0JU7J7 Kta ^aaSoxSE J*S* 

jBv.« lABV 2L" ■iSWSS 4 ® 1 - 7 ®' I A SI • 

gm wg 4BW«gi3a2 Zg loo PACIFIC 

+10 690 420 X318.4 3P»l0 30.400 +1.KO28J00 10510 0* 36* &3F 4*90 +40-S*®X484 II _ 1 rtu " ,u 

— KS 440 20 34* M. 'fi? *? 1.430 <» - - UMCM US5B +2MU8M!UeS 03 _ JAPM (U8V 11 / Yad) 

— 5»9 421 14 222 S«0S» SCO *60 070 277 — PTtam 9*31 +3811*25 0551 1J33J 

-2 108 1211.117* SW_ 11.123 +22812330 9*30 4.7 15.5 SOhnr fl.740 +0010500 


118 -312X9585.43-1*23* 

112 -1*0171*083*5 1*29* 

+1*0 02 a X* 10* 

+ B0B2SO39JBO X6 10* 

+*0 50lS034*0 1.72X7 £m 

+12 330 132 1*121 Human _ _ _ _ _ 

- ™> J® 073 *! M«ft M8*0 +TJ0 149 S3 1*27* MW 2*» *40X1751*18 22272 Tmn 

_c «n 'O' 115 HM85D Oil* — S*Oo 9*80 +23607505,105 3*20* Unto **M +39 4, IBS 

78 +1XS 9X501 



101 
138 

ru+r+.+SSa .35JiS.Sil!f5??-i ibBnk iojo 

09 

1*1 

_ 063 

5se S2 1“ ^ J*“S 5 JSS 19J0 

&16 
865 
422 

1J5 

TdI10_ 13*000 -100 17381 U2D0 0.7 394 »®OW 2^ 

7*5 

29 

■— - — ■— •» JM l« +U IK ST-J - 

TaHaH 1.4120 +301*401*20 0* _ 

3*0 

_ . _ 0*00 

nap* 2X000 -2S2;eoo 2iw a*4i* ?”g. 630 

-70 8*7113*20 0*27-1 “*** * 72 


+1 533 150 3*11.4 S™ 
— 239 « —SI* p “* 1 

*a TO MUBl 

3 S ^15^ SSI 

-10017381 1XOT 07 334 g«^ > 

+iB?-i« i ™?i s&a ssa 


-5 TO 191 2*19* 
-4 318 190 2019* 


9*90 +2360.760 5.185 3*20* U*W 


,.8325 msai 20*00 -SOODAieSOO _ - 


-AO W45JS0 2A12A ton ‘ 

+*0 07*0 67 X315* B 
+2 «ro boo iz _ in 

— 300 135 1*302 ra 

35*0 -.1039*0 1020 2*15* m 

S3 - 17*0 17 27 143 u w 

,79 +21 TM 120 1*393 ” 

100 +32 1851,035 1*3X8 

59 +2 59*0 3X30 XI 13* m 

00.80 +1.10 61.70 3X50 3* 14.1 m ._ _ 

174 -.10 178 110 1.7 10* uifrum 129*0 ia 110 7* 


■ Noyll/PtB) 


- •• 


tJ ^JSHH-5 Mtot 7X55 +1® rn sm 2*2X7 Tb^ 18^0 +300 12350 4*80 0* “ - — . 

* ^ ^4^25845 ISS *^KEI*n Jj?§ 

= 4SS B B zS 2160 +10 

-709044.10 23 24* Torapf 1S M0 +7M EJB UU 24 «* *=« 35*00 +380 

SS -*5 S I 7 *w+vmS^:>*IS* £* 

370 -8 3802030 1*83* TftoAx 33*50 +1JB0 40*00 WBJB 1* 29* £•? “S 

22 * n UJ 12 ^5 +T 11 ' # Mam 1 >Sw +lSoSaSlU»1*S* {gg- S-gSn IS 

598 — 823 585 3* — (ttoR XB76 -25UB5042OJ X*2B* SS? " 4 ®-™ 

OSD iS S60 G3D 12 _ cm to _I^2E — 1,770 

174 -.10 178 110 1.71&B irU+MI 12ELSO — l« 110 — 7A ■ *™. -+I2 

£5 8,:al *’ *66 4X10 23 17* umfWftmgtoll /H+1 13^0 : ’a» 

373 +12 377 ,63 1*®* KnqwF 340 +« 40036050 241X1 WIBBAMS 11 / MS.) Aunadl 

OHM 188 -*Q 189I2U8 4.421* LtaSl* 8X40 +.40 10765*0 1.7 - B '* W 

OrtWH 187 +1 IN, 1788 4*2U Lade ETO -15 811 491W 24 T7.4 nun— iu iin.1 ■na«unii»a 

was*? iss gags is ss + +Js^ a isg?fliK^^j|^ii i3 i 

,Jm 4oim TO0*“f KJ& W +78 ja a ffl|iw“ 184 -»° +2.70I74*)«U» 1*25.1 

£2. S2n? 117M II 125 *79 28 12, 

^ tosK « +50 J M 4.4 12 

tolM 203 +7 275 109 IX CS2 |ktk 

sar 35*0 -JO «ZO60 _ _ WBb ^ „ 


- .. . £2 JJiSS +. Ii-; MWAortOAOb +*0 5B*D 34*3 II 21* 
W272S0 +4JOaSL01«*l 1*35* 
U 84*00 -3*0 TO US 3X25 _. 511 
te 164*0 +2.70 17450 0X50 1*2X1 
„ ’S S! 3S AWH 6X50 +1*0 74*0 44 00 1.1 35* 

105 16 iS TO 0*571 ACD 9 422JK0 +1.40*4050232.10 2* 14* 

VHlS 341.10 «—■ 

._.. +1* 076 -™ 66.10 ,*M* urn mm, . nan 


-IB -0*0 640 0l» — 

.. „ +5 125 ra 20 121 

MftK 45*0 *sa 39 44 12 

mX* ^ +*0 «20*S” “ B TOM Z.A0 0*0 3X60 0*23* «»" 31 * ** 

ggs S a visSfiBS, WESWWa"-. -xro -aoisgssTr- 

— a +*D 44 28*0 2* 24.1 mm 851 +11 887431 SO A2 544 XSOO +80 4jOW 2J60 1 J 

. 18 >1X101X50 —1X4 mag Rio — 810 373 1.4 7X7 SS9“ +TJ0 “SS.—S 

3HI?“ B *1 j|4S4 F®i jJBSrt 


A90W 341.10 -317*0 307*0 _ - 

70 -IBM 30 JO _ __ 

BaftOR 31*0 +M46M 29 40 13* n-, 

43 3070 3* 10* SSL. 
11X40+1*01180 820 1J21J7 SiS5 


■5*ayU/FK} 


27 +10 Xk50 21 8J 820 HIC 30 -AO 55*0 31*0 7 J 10J 

(CrS+wlS CT43 iSiaS* HkiC 

4240 +*0 5X20 38*0 0* 0* RM0JR 12220 +1 JO 1S29D 7X50 20321 HMan 
533 in* SS 1*384 gjgq 1160 127JU U X9 1X3 

1-1*0 K20 58.35 3* 24* ZZ* 


ABF 380*0 +1.70 30U0 10830 UX1 Wort 55®+4*0 5M0 
Accaf 1*65 +31.089 770 12«« MU 170 _ JD2 

Afcllq IXS +60 1.194 702 IJ g* ' — 

AtS ,*S7 +78 1*00 TO 09 O* 

MM 1*40 _ 1*771701 715 — 

m 7te0 -3 7«s.0 »J 88* sxw 

BK «Z*D +5*0 54332880 ,41X6 ~ ' 

BMP 540 <25 67821820 1*1X4 

>S*50 20lfl 21 M l 

+41 1.127 470.10 U 384 
+2 XU® 1*00 14 15* 

-IB 528 4(0 4*11* 


cm 5110 „ .. 

C«0+ 1.120 +501*80 838 1*344 —-— 

Coen 7910 +28 ™4 282*4 X4 _ Suadb 


rtX BUS 5X26 2* 24* SaSoc K <2*0 9960 5X20 04 46* 

Z- 515 4« XS _ GB)0« 67*0 _ 0047.10 24 1BJ 

56*0 <45)57*0 31 1*30* ft«£ 67» + JO OftW 48*0 2J3M “«* 

„ Z02 126 _ _ Haooijr 94.40 +1.70 122 74 14 24* 

+1 333 251 1.7 18* Htafcs 78*0 -1*0 02*0 43 l2S OB 25A 

-6 OW TOOJ _ Hftb 4? -JO«SJ0 3S*0 XS It* 

193 -1*0 280 18010 12 1X5 HB*P n 05*0 +1.70142307X68 3* 80 

1HJ 1 *0 BS KXffltyJ Itofll 104*0 -.7010050 67*0 1.4 1X5 £■& 
197*0 +1^70 224 148 1 3 304 PKCd 120*0 +A0 137 07*0 1AZ7* JrtKA 
ISO +Xffl 400 SMB 1317.S mB 130X00 +270141*07X10 1*2X9 Trtft 
145 *°_| THJBISlSe 14 24* UGBH BSJ9 +*, 65X9 000 - _ feft 
nOJB +345 nn JO 65®: 14ZX7 hto 71.900 *1X0 /a. 40 54 22 15* HI 

1.0B6 3. J*i 1*544 81 +2.10 HMD 65 IXBLB won 

4*5 176 90 -98* W 81 80*0 +4*0 823SM 2& Tilt 'mm. 

_ 0» TOO 1.1 23 J M) 1100 +X2D11850WJO 20206 
ixn +5T 1.160 TO 1*22* KB0 14X60+1*0 ISOTTtBO 1.4 27* ZardO 


1*30* 

0 _-t AbA 1*4M +311*501.182 0*25* 
»■' m T.1IE0 +11 1.400 931 19 4X7 

A00T 3IW +5 508 331 1X174 

TON 530 *1 M « _ _ 

AkwB 1*750 -11,7801*10 OX SOX 

Arndt 5000 +38 1*30 SM 0* 2BX 

MU 1.1880 -1*60 940 1.1 44* 

1* - AatoCn 2340 +11 *79 110 X123* 


-I 579 3H 1.7 41.4 * 

<5 Bra TO 14384 

►U 040 360 1*094 
+1021781*20 0*2X1 

+t5 1 ^ 1 ^S&f^5 2®)* 1*170 +171*501*50 i* 32 T 
*1 SI 55 HJ 3 - 1 TtaiSr 178 +11 445 105 >57.4 

-? ™? ?SK ,M IrtCM 124 -4 255 79 20 — ®«W 

+2 728 461 1*17* £•«« 


— 2*8 038 — 20 tf£w gga 

.. 14J0 7M 1*107 gS; 

— ^ISS 2 f-S ;55 ffiwsRTd 

— , 4 ®? 15 «5 1014 s"** 

— 1000 274 50 75* 

.. 340 OW 66 39 SM* 

— ,j 4 Jg Sa 57 10247 sSlC 

— 11* 046 - 016403 Saaqm 

— 107B 5*0 2026* JOS* Se3aC 

3.S£ 0.45 _ — 23110 3kSA 

565 0*3 - 2* WOO Shi* 

1KJ-2ISI-Z 18100 50000 
855 233 30 58 50C0D SoUht 

28 S 1* 8A 371750 Spate 
1*5 (WO X* 93 13W18 S&o 
508 0.74 1* 49 78494 Sm£py 

215 035 1* 92 413G5 Tirsfl 

— 4.10 0*0 - _ 149102 TVXXJM 

— 21*01630 X525X 170781 T00 

— 70S 438 XI 11 4 106615 TacfcB 

— 12 MS 1.7 186 5*271 IMfts 

...14*0 1*7 38 _ 586157 ToAll 

294 0*5 31 8 1 Ion 

.. 8*0 100 48 XI 262785 Thoant 

— 188 069 - 39 5198 14 lirttai 
.- 9*5 4*8 29 XB 769044 Inert 

37X5 1BJ0 6* 19* 211509 TdW 

— 805 4.10 X0 300 MMTrtW 

— 905 2*4 IJ 0* 5604 JtTWC 

> X04 0*0141 119 76173 Ttatal 

„ XJO 1*0 03 „ 75300 UAPA 

.^13*0 6*5 1.1 . MTOUOKpT 
.. 1240 5 50 1* > £8335 UUDom 

.. 21 190 .. 70 lfSSODIcmi 

64934 mnea 


10 45 - 05 .V 176 
12 -IX 96 «. 
2825 -54U5»A 
315 +95 409 3 
43 6 -25 44 8 310 

•525 >115 4X5 25 
3705-063X3 IS 
452 -3 0SM45 
45 J -8 93 J4.5 
10-1 1t» 7* 
4 68 -07 7 3, 76 
168 -2181 136 
262-35 2921(0 
I* 2X5 102 
259 -Da 31 ,41 
241-4 ZE IB 
386 -4 « 75 
228 -55 «U 1125 
74 05 -55 37 10 
137 + 45 UB 7X5 
3 7 -191V.2® 
I* 18J 0 

915 - J 94375 
26*5 -JS 31 B 20 
1265 +2 13SXJ5 
3X4 +* 36* 23 
4395 -IS US 20 
27X5 -5CH3S 
3*25 2X5 1X6 
4A-D3 69 22 
78 *5 TO 1 21* 

1*7-06 a r, 0 55 
155 17 BI3X 

34 A 92 136 

164 -1 Si'S 14 3 

159 234 13 9 

715 7 7 5-35 

1975 -23138)75 
TO -40 500 253 

20- 15 32 15 
1X1-15 211415 

74 .JMIMl 

23 4 - 35 24 6 »B 
454 <111115 
467 +7375X15 

34 t 45 91* 23 5 
69 10 4 8 

44J5 *J 46 24 
552 +.1 95 35 
14 27 6 12 

419-09 56 20 
4 75 • 1 141 32 

735 ii» ar 
12X5 US 9 
375 47 21 

174 TU5 II* 
30 75 • 05 30 25.6 
D35-A5 2B5W35 
63 J -XS7J42J 
555 85 II 

8065*55923 64 
23 9- 154TS21* 
4 25 -25 * 75 42 
5J0 +4 55 264 
5 625 3 J 

20 1 - 15 22 ft 16 
6*5 + 1 *7375 
59 +4 US 33 

19 45 - 05-35 19 0 
34 J -25 38215 
32 -3 SB 179 
40-14 495 30)1 
22.1 - 1 43 5 13 
205- 15 5.75 M 
19 45 -J 21 7 1355 
109 75 - 1 113 770 
39 1 • 05 MS 24 J 
17 5-15 134 105 
24 • 15 SB 1255 

21- 7213 7 
274 . 15 2? 7^2? 5 
27A-X507 5 ?? 

23 J - 15 31 •' 10 J 

0*7 13 006 

30* ft. 32 15 9 
44J-IJ5 95 85 
40 - 95 €175 355 
8-05 83 44 
10 105 7X5 

2835-05 S3 XT 
BIX -25 85 5013 
16J5-0S 171 II 2 

54 72 47 

33b -6 » 23 

24 1 -.4 77/5 »JI 
I6J -J Hi 10 

23X5 -IS 30 7 MS 

24 - 1 SB 7175 
7 45 - 75 27 9 7 46 
208 +5773 1491 

1249 - 7 mi 365 
60-75 60 5 2816 
GO -A 60 4 26 G 
BAS -.05 9 75 67 
36 355 23 

55 75 44 

203 313 14 

204 215 135 

X6 * 1 MS 7 9 

25 9 - J6 4X5 713 
0 34 Difc ai 

,275 -XS 17 7 105 
25 55 -45 3725 20 
4 5 -5X75 21 

84 + 05 1115 49 
9X15 + 392X 509 

15B -*3*15 0*5 
6 65X35 

1355-15 1515 WS 
87 85 6 

17X5 - 75 20112 

85 975 3 

7A *9 66 

1*5 -A4 220.71 
61 75*165 623*33 
27-05 273 14A 
2X2 » 65 203 OM 
XO -1 IX 6 
817 + 060*2006 
28 +1J 3035 S/5 


-3 7S0 385 X1 178 t 3S 
+1 415 188 1* _ imo,, 
<271*50 920 0* 34.1 ToHtol 
+8 715 263 IX _ tSS 
+1 1*101.170 0*41.7 Troop 
+14 SOB 268 U 192 Tam 
♦II W 455 10 117 


M®- 1 ton IJB40 

«*? H 


BJ44J 
520 _> 
OS35A 
1*22.1 
2920* 


-16 1JE® 990 0.7 54* MU 
+1 1« 27 - _ 19)1* 


'X tegra* 3*300 +35 4*701*40 1218X 

n Moa 2100 _. 4,120 I*rt 1 A «X7 

ATO68 5050 +19 1*60 406 tA _ 


rt 46S 178 > > rend 

_ 5*0 13 - FCEn 

+1 30? 87—17 3 FCFa 

+61J60 619 3 4 56.1 FCPtp 
+441 »n 1550 Mm ---5= +1 > lf»l '.«10 1*505 FWU 

MIM lin 'S'S B90O +18 841 507 1 0 42* 1000 

Sn Sn JSS2J5I !*“ KH0 +15 797 500 1 7 30* toe** 

32 *2 S 3S MSM TrtMto 2800 -8 446 250 1.1 _ Lmft 

K 3 “ !§}■>»«! IS" 1 - 10 508 265 22 15S Stod 

5« la S I”** *«“ + M 420 199 21 S3* toCp 

3^ +W TO SijlM %£* ’ffiS 


-70 E.PfB SJ20 O B 27.1 - 

+7 »1 2BB1XS8I ?fg 1 .J 47 

+5 423 135 3.0 61-5 WttJtnti 14/i 

5670 +371.470 *02 87 > ffiVZEAUUD (May 11 /NZfi iWMS wfcffe aj 

2,70 +17 1*50 i*so i* 22t umaimra/ toii/ft> n a 

178 +11 445 105 >57.4 MONTREAL (May 11/1*05) 

-4 255 7B 2.0 > Wbl . 1 > 1 *5 OM M 68 ipmfloHJ 

+2 726 461 I* 17* CMW 236 +06 3J3 2,6 48 18X p 

-e *65 173 > _ rcbi 3a -nr 5*! jxs 4* «/ am 

_ 5*0 13 _ ._ FCEn 6X6 +A4 848 4,3 2 711.8 143*90 HoCkP 34* 

+1 309 B7..173 W Fa 1.19 +.02 "1*3 1.10 1 7 IX* U2J Cbote 10.9 

+61J90 616 3 4 581 FCOj 2g -JS 3J7 2IB11 - TOO BICB 187 

+181*60 1.410 1* SO* Fana 5J0 -,1Q S80 360 3* 1X5 27435 JOwfaix 26 

M +11 6*1 507 10 420 War 555 +*5 5A0 4*0 24 16J 66044 IUU| 19X 

6020 +15 797 500 1 7 30* toe* 7A9 +.14 9*5 7*5 4 D 20 0 /7g> ObcaA 29 45 

-5 446 2SQ 1.1 _ LMft 4*9 > 550 140 14 188 1)359 VUm 16.95 

^ _ -10 SflS 265 3X 15* StoO 2.72 -if 3 01 2.19 402K9 

2400. +M 420 109 21 S3* toCp 650 +.10 9*5 655 4* IB9 


28 +1J 3B3S a/5 
,0 +.1 It* 9* 
13 -214*8® 
549 +85523175 
486 +3 5(1416 
5.45 +1 96 3J 
4275 -.15 S2 35 
18.75 -.15 32217/5 
exxB-xxnBrtj 
37*5 -S 4X3 222 
15 1175 1455 

44J+A5 462935 
84X5 +.1 7475 305 
322 +.134*254 
2365 +524*15*1 
1305-05 1191 7*5 
10 65 +® 125 9 

32* -137*28* 
185 -5195 15 
60 63*045 

rtA -2 50334 
2*2-07 55 205 


1475+15 IBB 75 

o j -xn 7m oxi 


34* -ij *s » 
10.9 -1 11*8*5 
1X7 +1 172 965 
25 +4 2X4 13 
lax am i«5 
2945 .232523 B 
16.95 184 13 


■EBB) (May 11/ tart 
1230 pm 


I J ■ 


— 5*94 X4BB0 +80 2968 3XGD 07 3X.7 CjcCa 
B~S 2150 — 396 183 1*41.3 0B5F 


-^zliiio* 3 * 4 ^ % +5 , s i ®S4b- 5 issjjiiH 

toWiSoI|7x SK sSS 3 SB S15S2 sas 445 ’® ’IS 

+76 3*80 2420 05 624 IH* 1940 -4 278 138 21 36* TsSSl 17 ^5 «1 TJ ^6 4 £«%■ 141^ 

^,513 156 1* — MBSofc 4150 +11 850 Z75 1.414.7 Ttori ^ Ij 2? i£ 

+180 2,720 ft* > IMT0 SS10 *14 92B 120 1 J 627 LEE “ -- -~ -*= ti ** Par '■* 

-6 TM 3TO0* _ U9W 3410 +6 8BO 3161.7 _ S 3L 

+Saffi,S MSSJSS 82 ^! ^SE^aaSLiaM =»!*MB!43M W» .3- 

4530 *6 79G 939 294X6 

5120 -61*90 480 1*20* 

-S 470 z«l 1*21* 


.. 258 0791*2 81 > . ,, . . 

..,460 0.JS l 1 13 0 „ 44 --“SaSfiHJ-i 

ZinS iHii* 1 pBS*223mr . . -a® SS ox 320 

1J6 Xra 4 7 ' C«nmB rt -10 -si 10 3460 21 11.1 

Z 1210 Sto 3J 13's CtfraC 1254 -Jg T83B 1219 1 A 132 

356 1.09 65 Era™ 1875s -12113618X3 -ill 

1 3*0 140 SB 13 _ 7 6001 51 *00 - JO -S5 TO 45 BO 1A 14* 

255 tail M BwnUiB 2520 -90 1730 2X10 . 270 

Z 5*0 0*7* 99 

ft v; 3jn , SFB B 544 -.19 Bffl &S3 0., _ 

_ 4*4 0 30 S.6 ” 8Wm 388 > -3A0 £77 1 0 85 

‘ 7.15 ’K£6I8'i 10,1,04 3905 - 10 *4* 3380 26 25J 

540 JM 114*4 5 76 -02 *9X0 SJH 3J> 8] 

> 00 028 27 90 ' 10 ’ 1 S? J3 ^ 74 

1J3 0.49 93 16IBHA 31850 - 13 Z7 05 25 ... 

320 1 S 2 1 *26 TttonA 23J0 -35 1*0 18 SO 3A 19* 

::: iSISii iijg" - - 

464 1 28 .1 B 1? R H®® rt .- 01D34JO _ > 

I IS i# VW 32 50 -I XO "350 W 22 . 

.. 1610 565 22 90 
-_10X* 3 76 2X 127 
— 7.10 1.90 55119 


"I- tab to 10 WE 


L'.1W» 3 DC 52 SI 

>20*0 950 1.6 . Bta6qA22anr 


FP B 


+79 XTO2A00 0*229 IMT 202* > 305 1® 2*263 

+42 27J5 1JM 1A 38* Mfiprt 4530 <8 766 350 26 4XS 

-61X60 791 1.1 _ Ifactoi 5120 -61*90 480 152X9 

+4 336 ItS) SM SSM UmmM 2730 

-2 3SB ia 24 M UnlS 14400 

+22 TOO 396 1*79* l80bl4*5O0 +1105*003290 0530* VraToe 1 .4B40 
-6 *84 189 27121 toU 1300 -121*20 750 2.7 26 4 ySS |ffl 

+Z TO 120 _ _ * 1*840 -11 1.750 1*40 0* 27.7 GST «60 

+3,585 3BIA39* HSKJa 1,1650 +121*30 971 0*57* vS? Sftd 

-2 2170 1*30 26 36* HKSD 1*360 +371*00 707 11 24* ySVj-T 

-61*80 570 1.4 18* 09(59 3410 +13 531 320 1*26* i525* TnlC 


... 350 125 3.1 13* taOPT 073 

.. 246 83 > _ BCMS 254 

-31*001.100 10 294 *Mif 40 
34 2*30 1.130 0 8 16* JSUBt 2*70 
•101,440 646 1 1 iSB Kappei 386 
80 3X90 2.610 0 B 250 
-X24M1XD0 08 25 1 


28254 0.4 I_ Suadtt 1*70 +,1 1.100 BSO IA 226 


+12*901*00 W 2X8 MX “ ■ 

+2 800 197 15 NOK 
+381.010 688 0*31.7 HSK 
-6 «E 188 3* 17* BTH 
-2 480 150 272B.B Hdtfn 
<X 384 150 26 38A 
-4 91* 368 4X 54* 

_ I ABO 4GS 23 34.4 _ 

+131*20 009 1*35.1 WHBI 1*00 
<3122201X10 0920S m<U» 

+101.180 481 IA 2X0 HAH 

+5 456 a — _ tab 2300 
_ 684 281 1.4 47* MnNa 1610 
+10 5*4 221 1.4 365 ItaA 3060 

+21.942 388 1*182 Mn0 69 _ 

+25 280(1 2*60 B5 295 WM 40(0 +22 788 307 IX _ 


— 70S 350 1X4*4 

+8 480 49 £946+ 

14 1,110 800 1 1 475 OUBF 

14 660 260 1.4 - CnUfn 

*« 544 273 £8 26* PatGM 


-1 2J1 K 3*157 „ 

S SSPSJM Sm 

+8 BOB 2M IS 30.1 tmiM W0 

+11 670 260 27 196 ftaWYl m5 ,, „ w 

+1 339 1® 1.4,0, K" IP +« 4rt T5 Stef 

13 35 a t-S «■? 29W -1 859 250 20 1X7 SUN 


+5 710 270 1* 680 Pllwa* 
+5 930 455 1X210 Sw33 


Z 7?I 160 17517 AFRICA 


♦4 925 380 15,31 

— 488 420 1.1 64.9 

Ji'S «smnMNsyn/AuBjg 

+S 809 228 21 441 
-fl 820 W3 £4 _ 

-1 307 108 IA _ ggg 
+3 563 2TD 28 1\J 

— £18 50 - . _ 


FT/S&P ACTUARIES WORLD INDICES 


Emerging markets: 


■n- ew «-+-+- ut-M mte« 1 pn ml tw F™ bo ma ftaal UabiL ftHim SacW 5 Cn. and! SModrt 5 Wi. TTa Ufca aw mmpfleO Hr Fig InftnUnBal «0 StendafO 8 Part a copuncloa 0ft the IFC faveSta M e UKGceS 

TOftbrt 


MTOUL AND 
BUHL MARKER 
Hgorai k p n ome m 
rtur (unbar <t bn 
0 okefc 

Aartib (72) 

Aottt8(23) 


nwnq — 



JNbffflO)— 

Wwk(107)- 


207*9 

_24fl-77 


tea (26) Z4S-78 

Cbob (120) 2*6-15 

DaoBfc{34} *06.48 

Hite0C28) 442^ 

Franca J7$ 31 3* 1 

fenny 68} -Z»^ 

Graeco pTT). 276-05 

Hoag Kong, Chfe (88) 302.12 

Wa9BhE7\__!Z 40*8 


548-52 

187*8 

___._j93.34 
187*3 

1644*8 

511*1 

.70.36 


.85.68 

X84X8 

196JM 

326.70 

*74-55 

607,12 

408*1 


384.40 

.453.16 


Americas (810) 410,70 

tajeffS! 

tefcqffl) 530.B 

Ml*: Mn 0S9) ■«£» 

6»-ftcifc fl 6171 208*5 

*r#i Aourta 440® 

&*opa El IK (540) 332*7 

SMBC=g 

aa5ga=r=s 

t» vau knaii taca — 


feteriandj (IS) 

NewZtaaM (14)_ 

fewypi) 

wwoBsca — 

fetagal {t« 

NWoreW 

SDnk MUa («) __ 

Soak (31) 

9md*H0f 


IfeMOS) 

UAd Ktagdooi (20Q- 


HOBAY MAY B 1998 • 


187*2 173*2 190*3 21818 

216.14 201*6 221*1 221*7 

300.18 277 J6 304.65 296.13 

222*7 208*8 228*1 517*5 

223.01 208*7 226*6 2S72 

458*8 424*4 485.75 484X7 

400*0 370*9 406*1 4fl9*4 

284*4 262*5 288*0 291.73 

258*1 238-49 262*8 282*8 

250.10 231.44 253*5 SOBJ74 

27172 253*9 277*2 300*6 

37.13 34*8 37*8 233*0 

49896 453.88 504X8 544X7 

151*2 140*8 154.13 21849 

84*7 7X26 85*4 78X6 

151*9 14037 153*6 24068 

1490.18 1378*1 1512.41 15247.10 

483.71 429.11 470*5 465*1 

63J4 58*9 64X0 6849 

31109 209.73 3T7J8 346*1 

B6X& 80*2 87*8 187*7 

2S7*fi 238*4 291.41 353.18 

177*2 184*8 180XB 14R17 

295*0 273*0 30042 361*0 

339*4 314*2 344.43 42041 

550*8 500*1 53130 682*0 

389*6 342*8 375.18 37188 

21.74 20.11 2106 35*4 

yam 322X8 35348 348X6 

410*6 379*3 41871 453,16 

372.10 344X3 377*7 3«S3 

323*0 299X3 328.75 33641 

480*0 444*2 488.00 528*7 

92*5 66*1 94X4 88JB 

188X2 175.10 192*5 180*6 

305*7 38682 404*4 439*2 

3H13 278*8 305*4 32643 

S 15X80 171*8 189*4 

iSS 178*0 195*9 188*9 

236*2 258*7 258*0 

jjg 325*8 358*8 380*1 

■toob 24333 286*9 264*6 


TUKSDAY IMY 7 1906 • 


Spirt — 

Span 1X900 .. £1 80 

ABSmuMmrll/AodS} » J 4 - - 

TiBBrt 2600 _ 3 SO 

301 -A4 199 1A9 17321 DOB F 7 >1650 

229 +JB "£49 1X7 1 a 205 UMEno 1 _ 1J1 

718 -.04 BOS 6.14 57 - W><0d 1.1* _ 2X4 

1 » < 01 £a 1X0 4.4 225 Ml ISO . 480 

A4ZK 1141 +.19 1204 795 4X148 IMpTal M3 _ 466 

£35 -SH JIB 1 93 4X 2SB 

12 +.15 13JJ5 7X8 J2 23S 

1% +.-£ ?i SSif 25 ^ ■"■■Wfeii/W" 

W 1HM +.19 20® 1£30 3.5 17* •/- Hft 

BMMM 3 030 +IA3 -3« ZAO XI 14.1 

1.13 _ 1.75 0.90 ^ MjtoCxnSIhr -3202X42 ! 

3.40 - 06 4.4B 325 4 4 9* faST IS. WO .20OMH01 

042 iffi OH on . — LG Ek 14X50 *0 5 

53X0 +A734A02113 £7 SOS Pumst 59.100 -46OB00D4 
BAS +02 1JS 063 105 _ SflS 5X7J300 -£000 WOO ) 

021 +A1 ZSD 0.15 _ . Sarffc EJ.OJXW -1JXC U’tC) 


TiSw 9X0£3°I SOOTPARwa liter 11 /Rand) 

in Tsl 1 / i7s +<- urn to m «r 

r^S’Iw 7? W . 9 "SSW 44 60 +-TO5I30 2290 1720X 
326 i an nj g|n AEO 26 -28501290 15110 

SAP ISO 48 117 A** 1 ,S1 + ? IMtlBO 2S241 

Z 16 50 xSjaIss IMJjM =13 » 15 105 

7 £31 0M3A1OA Auto X74 +7 310 184 SO 7.B 

Z 2X4 0O6BI21 JrtA" X .« M9 15121 M 


. 4 60 0 0 3 3 sn toWd._W0 +10 319 1614X120 

M3 4 66 0 75 44 28 AM0 137.400 - 1769670 <0 BJ 

4J25J - »«.<< gpj 74 *1 M4B 50 3O34A 

HsH AftSOU 270 +660 263 148 6A 164 

team 1£A0 +A0 20 7.01 £3 BA 

„ ArpiW SS 56 +5 UU 39 3 J 7 1 

15 17A +/. ■++ ■— — *0**) 4X0 _ 740 1 95 _ 28X 

S? Jj 1 +/- to to n K tem 510 -A3 1670 3 35 4 9 8 4 

4-4 9* ISgfa; SBHBaS! §8 3*^ 

27 3d* ^ S !?« S SB -=s« a - ii 


— 466 075 44 


^oSoSSi^OB 1 ? 0 §{£_ Jjg +-S 7 -® 3^ 1,7 i7 

-nm nidO 3 (W) 12 R S™ 1 ® Art +X0 ■ 3A1 -- _ 


» 895 . 339 


US 

DOW 

Mn 

Pound 

swing 

tata 

Yao 

We* 

DM 

totes 

206.15 

IK. 70 

173*8 

18003 

23085 

213*8 

19010 

217.19 

329.44 

296.76 

277*4 

302*9 

24058 

210*1 

204*2 

22034 

242.18 

21318 

203*8 

222*7 

507.67 

457*1 

42091 

46052 

442.14 

39029 

371*1 

40043 

3WX0 

283*1 

284.48 

28039 

282*8 

254*1 

237*7 

25038 

28048 

254*7 

237*5 

2*3) fW 

30054 

270.73 

252.73 

2re*9 

- 40*9 

3065 

34*2 

3731 

54920 

484*2 

46132 

503*9 

164.47 

14018 

138*1 

15081 

83X2 

83*7 

7039 

8048 

168.12 

151*5 

141*8 

154.16 

1539*4 

147758 1 

37007 

1503.78 

504.78 

454.71 

424.48 

462*7 

89*7 

62*4 

5876 

04*7 

347*4 

312*0 

202*1 

31041 

03*3 

84.82 

7009 

8014 

285.01 

2S6J4 

239*8 

261 35 

194.44 

-17015 

163*1 

17030 

32008 

203.74 

274*1 

299*0 

374.73 

337*8 

31012 

343*2 

60774 

547*8 

511*7 

557*8 

407*2 

367.19 

34278 

373J7B 

2426 

21*6 

2040 

2225 

384*0 

346*6 

323*4 

352*8 

44001 

40*57 

37074 

410*1 

405*B 

365.72. 

341.41 

372*8 

356*4 

321*0 

29066 

32078 

531*2 

47062 

44080 

487.21 

102*8 

S2J23 

8010 

33*8 

206*4 

197*9 

175.12 

190S5 

434*3 

391.79 : 

36075 

398*2 

33071 

297 JT : 

27011 

303*5 

18018 

167.71 

158*6 

17072 

212*5 

191*0 

17B.49 

194*3 

27012 

251.43 : 

234.72 

255*4 


Carney 

Into 

215*1 

S HMk ! 

H01 

243*7 

32 taflk 
LEW 

19026 

■ro a 

kppno u 

k 

22081 ft 

MM 

taM 

rt 

217*6 

24077 

181X0 

187*0 a 

M 

295*3 

33066 

234*3 

24012 ? 

in Ot 

51320 

322-44 

184*4 

235JB g 

to 

252*1 

46427 

24078 

521*1 

197*3 

371.13 

197*3 2 
371.13 B 


497.18 

448X0 

263*1 

263*1 a 

hr 

291*3 

317.11 

21342 

22013 n 

a# 


D*S »OD 
cbB akca 


23B*9 299*2 560*3 202*3 488*7 “** 

37X1 237.12 254*0 27*7 233*4 

503*9 544X7 580.44 338*8 336*9 toft 

150.81 213.70 177.15 88*3 80L1O WtaP 

05.48 78X9 141.12 88*2 124*4 »!*«* 

154.16 248*2 545*7 113*8 545*7 ?■*» ,. 

1503.78 15239.78 1901*8 1384*1 1384*1 fST-T 
462*7 457*0 521*5 361.78 361X8 £?** 

64*7 88X1 98-47 68*7 87X0 ST. 

81*41 34745 374*4 281*2 299*8 

88.14 188*8 173.10 57*4 160X4 tat 

261X5 352X9 299X8 2&4X8 - Mb 

178X0 145*5 401-75 144*1 300*3 ■“ 

299*0 361*2 364X4 227*6 360*6 T rt 

3(3*2 42SX9 396,69 238X3 237*8 Z? 

557X8 682*9 610*2 437*0 437*8 («*> 

373X8 371X5 409*4 281*4 281*4 9mm 

22X5 38*5 88.48 1X10 6948 W 

352*8 348X8 401*4 293L1D 203*1 fl *b*“ 

410*1 448*1 462.18 332.13 332.13 ***. 


526.11 535.75 37844 37844 EL 
86*5 . 158*3 95X2 142*1 fSlw 



M 

-U 

(HU 

<u 

*15 

non 

-05 

U 

SMJK 

-43 

-31 

nut 

*U 

-82 

ms 

<•( 

-IS 

mm 

-44 

-313 

0X1 

<U 

-03 

HA 

-V 

*H2 

aua 

<14 

riU 

UU1 

-li 

-u 

am 

-M 

+48 

ZLtJ 

*U 

-BJ 

e* 

-03 

*13 

ZB AS 

tan 

<24 

-ns 

+01 

BUI 

-15 

•01 

sus 

-83 

*JS 

ns 

SMS 

-U 

-EJ 

+SU 

am 

♦u 

*07 

DM 

<82 

•u 

IAS 

*81 

■u 

MM 

-01 

*H( 

TWO 

-u 

•XU 

»Uf 

-83 

+SB2 

I1U 

-81 

-HA 

ass 

<41 

+09 

»n 

-81 

-m 

»a 

iU 

-u 

23UB 

-44 

-u 

nut 

41 

-IV 

DBS) 

<93 

-77 

bn 

<81 

*SU 

asm 

<81 

+13 

nrJB 

<84 

-U 

mn 

-U 

*43 

17140 

<u 

+01 

iKBamr, 

HM 

MB 

BKJ1 OBtfVmsm 


4.9» +03 6 S3 3 BO 4 9 23.1 SampU 0.100 -B20 UMD A«ffl „ 12 A 

£00 +JE 5X0 9 69 0 4 105 Mam 9.1® +15014 100 0X00 68 57 

229 +A1 2X0 210 7.7 — 

£02 +S6 3.42 1A8 £9 

1235 +.1517*0 040 £1 39 4 TIHmilla* 11 / TW S> 

7S70 +A9 B 05 5A3 30 225 
179 >A5 5H 1£1 1X644 

,g~* -J2.ZS.JfS 25 o-M 131 +ixo 10 nz ia _ 

’SSI *SS 1 SSS 1 TiE i+>8= CUM 64 +1 135 79 IX - 

nJ? *5 JJS n-S/S ~ 0*BV 90 -150U3H17SX0 - > 

an -Ur 729 0-53 7D _ rwn 2Ci2fM ♦ 10 34 

S'S *^S i4 l 7a +X0I25U7314 IS ■; 

JS nnSofJJ 57 JO +U0 81 SO 4810 I 7 ... 

?£ m +S ■ S fS ” J SMU 8250 +50 I2S 71 IA _ 

£63 ._ 4 AO 2A& 40 > laEcd 143 _l 173 5*09 

5 48 +.15 771 368 £7 _ — " 

1 +A1 1 J7 093 53 - 

IS # > IS ini* Z ™w»N8y8/B«) 

7 A3 +.13 6J3 Ert 2G 231 

OA40 -OB 1709 7X0 27 - > M ... 


tart iS +66 1JB SJO 3£ 263 «« ? *** 

mtac 495 +07 A 45 251 4A ZOJ S2SE 4 

CrfJTr 2J&BJ +.02 3.03 £34 71 14X 
taj*H 4M +JK 4.75 107 50 US 95j?f 1ll “g | 

tmi i 94 j. to IK nniu in *■“ 


— 4X6 +A7 575 £84 2 3 22.4 ||2E“ - 1+J 

277 +32 3X5 £4S 4A _ Iff ” * “S ~ 2f5 

— ™_ 0 67 -07 1 15 0J5 _ 11 J SS -“iff 

401 Unto 88 BC +J0 38A1 MAS 2A26X 7 * SO — 

ill IKU M 4 _ 4JS5 3JH (0 _ 

092 +01 210 0.73 1.7 14* 

8J5 +07 BAO 6 4J23A 

15 :S IS I»* 5 io° AMERICAS 

sa- «*■ 

Haft) MS — 3A5 1A5 30 113 Tnonum n+t— i i , r_ — 
059 +14 3.75 1XZ4A28J io«uNTu (IByll /CanS) 
1032 - 11X8 5X3 03 SOB 4 Bn dkm 

1J0 +M 1X1 122 46X4 

4X9 — 5X8 3X8A721A Sto 

246 > 4.15 3XB4«»A 4753,5 40000 

an +X4 i.i* an > „ sagtan 

— 1!-g <141357 050 4X24 8 78,196 2S3T 

nromi 270 +08 3.75 £50 7J MX 463082 Attf 

1U J* +« 199 25Z 63 173 B4273 HUM 


Sto? 97.50 . 13650 64 2814 6 

Eta® ,7230 +55 2* gjo 52 19.9 

Erpii 71 30xt -40ZB7516AO 55 9J 
tob 13X0 -JO 15 750 - 55 
[tab EM +J0 73 3175 IJ 225 

31 +125 324(1 17.45 59 17J 
31X0 -JO 3210 IE £1 5B7 
1150 +.40 1*74 B B0 103 IT 

38+I1S-393 22 - 02 
81 +1A0 120 60 £8 - 

245 _ 5« £ 75 40 

T! +XB 3275 9 - 7A 

1970 +.09 IB BSO 20 144 
1 95 +B5 3B5 150 5b SX 
175 _ 342 1X3 - 115 

BU50 +350 __ BB 34X0 23 15 J 
1850 +10 31X5 1580 91 5A 
»» +2n43®1b® —145 
» _ 7390 4350 15 212 

443 +1 S3 Z7SZ5125 

IU +2 >9(A) 10220 7J 137 
8-50 + 60 13 80 6X5 AT 

5.10 + 06 7-40 3-40 10 126 

taGBC 5.S8 +13-505 2X0 I J 33 9 


ton 

- 410 131 17+30 ICUi 

300 BO . 221 HUH 

- 32 230 40 Mato _ 

- 52X0 bob ... -. mac 5X0 + 15 - 5 ® 3 x 0 ixssb 

> 48 950 Z6 586 Mima 91500 -50 1® 69 0 7 129 

_ 91 950 _ - Ktok 23 +1 23 13.10 1 8 21. B 

.. 93 19 MX 40 MfeW 14£rt _.UBJD 88 14 227 

_ K« 167 . - P3taUI 3575 -25 99X0 34 95 117 3l 

.. 1*3 45 . - FletAP 9300 - 10 laiO 6 20320 

>161163975 5A £2 PrroCp 095 +« 1X2 OBJ 181 £5 
.. SOW 5« . .. taftl 66 40 +2.(0 65 48 47 135 

197 S3 SO 76 54 fendkl 1515 -1017.10 6A1 33150 

Rnftfip (590 +45*975 31 1.912} 

RaftiCn 3040 + 15 3SLZ0 21 22 II 1 

taint 11 17X5 6 J5 165 

SAPPI 34 +3804950 10 _ 182 

SASH 4930 -.106650 3590 3A 11.7 

SriRen 1050 .. 1250 770 4 0107 

Smnce 2550 +.40 49T5 19 AO IX 115 
Bnnfd 78 *1 99 55 £G 129 

/CanS) smuts KJC +.raiaA0i690 zjisg 

SASrh 161 -1 175 10720 I A 254 

SUB 62 SO + 10 7? AO 29 14234 
a-,- *“ 1B +* 124 58X0 85 113 

te9 1K4 _ IS _ 23X0 10 75 - 40 

“s _t iff 'Ij “9* ro* 0 -3-w *«i w» i « 175 

,JS ■J-f’j; fi TloOn 79 +50 10.75 SO IB 162 

u « "- 15 15-2 Ji lawn 61 +1.40 « 4150 10 106 

*™ 7770 -■» 44 1A15Z6.9 

* B “P 1 * 0 * B <6» 1« >055181 

'•* VltoBB 14AO0 -SJO 30 14X0 2X154 

3i* ■'.I Xj ZjJj 


Z7H.11 3B2S 317*0 334*1 22&74 Z2B.74 “ 

150*6 170.72 18023 318*8 181*1 302*9 Jf ^ 3 

173.43 194*3 187.43 - 22018 17SJ0 193*0 toitoi mamimtnB 

284.72 255*4 254*6 287*2 231*7 231*7 aTj, ^ mZ: v m/ 7 X* 31 fue 

32163 352*P 377.19 394*0 235.12 205.12 ^3, 


2B4.12 262*4 256*7 237.14 277.14 


LH ,BUH1WUIH0<NI 


'tiftUMUlHI 


i Ota Ibta a0 tota 6 tart 


7X3 +GS 7X7 5X2 4X13.7 

1.17 *04 TX9 IBS BAIDA 1301250 BCE 

aw -tn £85 ara „.iox 

2*1 >3X1 213 5A 9A 

210 +AB 6J1 1X4 _ 

r| 3J§Mx'£ ss«“ 

ojffl ^sgisfi 1 ™ ‘I 75778 -** 

IS *55.53 4 *i 07 iu i 

770 +X7 10X0 7-41 15 _ 

«l-1g *“ H-H .SJ41J3 TO Gin 
SS ♦■JS HS 3-’Z J 8 i2 - 7 2=0” OiytRa 
■SI + « ^15 *12 toco 

KS +i S? . !? T '® 5J ia» 

MS ■‘•2! iS 2-JJ SI 27 - 8 »w enm- 

8X5 +22 SX7 5.77 U TOO Cutft 

7X7 +.11 7A& 1A4 IX _ 25160 

US "4 £43 _ _ 757034 QtoV 


319-06 »(S»SS 

54 +24 81 2tB 

KJJ5 +25 66.5 37 B fttnantal » Cm. MS U77 Hanoi 

37 OS +6 52 31 J '* ~~ 

11.1 -4 17 95 NOTES -nasan ngr an a pHv8 

/art 97bi» nMui nwgei m kr ndtr bt bool 

WJ + 4 *4 7 27 8 PKC - tota 09 Oft MB ta f Detap 
3ZX +75 3BXI15 nmi 0EiM9tna (bnloa of* 

I?? -.JgSS 

fFTta.tetoiRton.cm 

27A5+B5XL5 1(2 itn t» am n dihmh ntcra n ro 

1295 -.1 l}« 102 » Mi »n C ta to * 4 to* M tan 

»3 +5 69334 Jtoto atom m ro » mq .1 MU 
0X3 -XI I JU flx CTKBr. wttiyaa«*je3«i+i m raem 
t® +1 75 4, aubr0a.K5An>teite<(glMl 
IBS U4.BS faMomclonmnw ciuMiliM) W 
IK !!•£?*! Tmoroaibmitortia Wi rmsoK 
Ans nta*»i*i*bnin»w™fbto 

ta«l«-“ '91 77038=1 







































































































FINANCIAL TIMES TUESDAY MAY 12 1998 


41 


GLOBAL EQUITY MARKETS 


US INDICES 


tCMiom 


TBSB 




UM 


a* iw 


* 


MOW 

to* 

nw« 


S0»-15 B5JM6 9054X5 XSOJt 7J80C a najt nxt 
K** OTI am®) 

1DM0 IMA) lOW 1(043 104J1 1BM8 MJ9 

nsnj ISA) ftyi/sa cuievbi) 


342** 338444 3WQ75 38SU2 3194.3S — .« 
OBM) 

251.18 


1123 


2BU8 2B1V9 m» 


I US DATA 






DmrJones 


■ MOET ACTOTTY 






• Wm 

PN 


RISE 




’ kmi 



m s 

Mqr7 

■qB 

Mays 

UV7 

MAT t> 

/V 

UH 




bmTndad 

a.483 

ua 

9507 

-8150 -A— X 

/- 

WISE 

S0768D 

585648 

608540 tai 

1600 

1609 

U5* 

\ 

/ 




Frik 

1.110 

VSB) 

1605 


/ 


nets 

29550 

296ZDUxlaagM 

•573 

537 

550 


J— 




Hlri Hghi 

m 

S3 

80 

■■■■ \ 

f 

M3M0 

730301 

725609 

ZE-mTtofim 

S7 

S3 

Z< 


C-a4— 




■ 

* L* 

•' "'*S3 

'-If* 


01 W. PWjf.yw i wg* WQ2JBla. BOM 7! mau w, pj^ng, 
Wi HAk KHJS SD5&BS La #971 -ZO neUQ KMfi 

■to*** " 

OdW** 


W) nw/*a pros} 

£66 2fl.1l l&$3 

vn ewset was ■ mtse thumb junwnr 


1 JAPAN 



| FRANCE 


•fej m Maj 

IT 8 « 

1988 

High low 

SamEamittn 
MW Lto 

Ur Mir Ik) 

II 8 7 

1999 SeKccgavUni 

M0h Im Mgh to* 

Hte 225 15381 JO TSM900 7514103 

bqrt Mgre 1543387 bfl bri 1521334 

■ 108(10 TBMUH8 ACYMTT 

1735434 1456444 3BI5J 853 

vaham : 273jDOIU)00 

M40 401724 (cl 390665 

on" ova 401724 oqr> nr 396 bm 

■ nuts 7KMJIM8 ACTIVITY 

401764 28GZ5* 401764 984E1 

Vskem : 44BJ8S600 

■ ACTIVE STOCKS 

■ BEGOT MHOS 


■ VCTTve STOCKS 

■ BKSEST HOVERS 


Uontagr 


Vriom : 56V8BBM0 


On Bar's 
prta 


■ ACTIVE STOCKS 


M HGSEST BOWBS 




HSECDVL 

UK Onto 

IftSOttCtaP 

MatafflOQ 

; 

■ u/mos 


110&14 108114 1104VZ 
120X70 1270* 1201* 
132* 131.lt 13124 

575.72 57122 574* 
74423 74225 74133 
1864* 1635.14 165668 
47151 47536 470* 


H»54 927 ffl 11KJH 440 

PH) G2WB8) (l/S/32) 
7371-48 1077.40 Oil* 3* 

(ZZM8 pm (2Z/4/9B) {3QG/32) 

MBPS 110* 14063 7.13 

D414) cam (1474/98) I4W74 


Cbm* 

Csnp^ 


487* 
pm 
54641 
(22m f12m 
191761 150122 


pam 

78337 


(22 H) 

4BU1 

pim 


PT) 

41MB 

W) 


434 

(22/400) (2&MM2) 

75337 52120 

£22/4/98) (ififfiSQ 
«1731 54JB 
C22/4/S8) 00074) 

wl* mse 

(2W/9B) (7/12/98) 


Ceodst 

iMn 

mu 


mud 

IflJSSlflOO 

9.102200 

5645600 

5.78X1* 

5.738,700 

5281.100 
4JS3.1O0 
t ft na m 

3666200 

3245.100 


Ckne Bar’s 
prim tacnge 

B3B +8 
325 +H 
216 -1 
MS *4 
SH -4 
38H -4 

reg +8 

24 +4 

24D tin 

S9» -4* 


■ KASOJU TBAOTG 4CI7VTTY 


■ ACTIVE STOCKS 


H8W 


■ , V 


DO*. 


:M. «*. YMM 


iCR Planned 


S & P tad. Dhr. jfaW 
8 & P tax P/E ado 


Mar 8 

May i 

Apr 24 

168 

154 

155 

Have 

Hr 29 

Hr 22 

163 

155 

129 

3066 

3029 

31.13 


Vow ago 

1 J1 


1.72 

2333 


A CeadCUD 
30m 

mica 


MO On 
MVIln 
flash 


Mad pa 

24619.100 85% 

17672.100 844 

13656600 Oil* 
9.179.4® 45H 
7635600 31* 
7647*0 tSi 
5617300 7GU 
5684600 504 
4605700 10| 

4*1400 20* 


041*8 


+*» 

*34 

*5*4 

+34 

-W 

+fc 

*14 

*44 

*24 

+8 


Friday 

am 

0*i 

Wrt 


pitat 

eHogi c*gB« 

m* 

vmr u 

238 

*28 

+115 

Lmnca 

17H 

+1H 

*4.4 

Sean toe 

m 

+1H 

+75 

BAB Mb 

IS 

+14 

+7 jS 

(tm 

Ham 

in 

-H 

-07 

r—inMiHt 

zn 

-1H 

-4J 

KKfeSl 

218 

-1 

-*S 

Pww 

33H 

-TO 

-45 


Vahn ^28^42500 

■ HSVIWB 

mm 

Cbm 

ton 

tori 

up* 

MTiIsb 

prim 

ongt dgal 

108 

+28 

+232 

Cdm 

148 

*2 

+15-B 


HI 

+18 

+119 

Arirw 

SDK 

+3* 

+125 

Doom 

QcttnoSra 

am 

-0H 

-2DJ 

PiotIbc 

278 

-W 

-lit 

Spto 

17 

-2 

-itu 

«8>Sto 

im 

-1* 

-u 


son 


8980 


1 4 5 6 7 6 11 

...Myina ' 


nSE6irotop30Q 

t«0 --L-: 


Ma Mr 11682600 434 

mg SM 0,190600 710 

Ma 7.118600 92 

EMk-Mdd 6640600 1523 

Saidana Ma 4J13600 ZZZ 

Mm 94 3382600 421 

LTC8 3.182600 202 

Tooth* 2672600 502 

FqpBta* 2616600 EBB 

HH SM 2.758600 106 


UPB 

CM Cap 


*-15 

-14 

*2 

*10 

*8 

*15 

*13 


Jpa iiilr Kg 
kaaa cat 


Mabel Sec 
O n BU nd 


CBM 

pnoo 

225 

112 

205 

210 

104 

150 

190 

95 


Dm Dan 

Haags shot * 

*45 *as 
+20 *21.7 
*35 *300 
*35 *20 

-IBS -541 
-35 -142 
-28 -12 
-13 -12 


IfeMg Stocks 

aadea 

Usnx 2.441611 

mini 1625658 

Fntt Tai 1.02679 

ton Pte A 1 615 Otfi 
ftn-UHP 1.185679 

Bq J*n Pam U7S.04G 

ToM B 790.156 

LagMen 533,441 

Renas »jgne40F 

Msciwan b severe 


Qom Dart 
pw stooge 

1002 *265 

1257 *78 

3286 +186 
3156 *65 

702 -3 

50 *25 

740 *22 

237 *7.4 

3146 *149 

3716 *96 


1 S I 46 Cbna Dari Dor* 

Pto anage c/ve % 
u» 

FTP Foe Fin 593 *95 *196 

Sodea> 129 *2 *183 

C* He Seer 26.45 +245 *102 

356 *13 *101 

154. +U *10 

0 MB 

Deri Lyn Cat B23 - 53 -76 

Mum M Ob 931 -69-59 

528 -37 -65 


GERMANY 


1220 


.1200 •_ 



UM 

11 


uay 

a 


i at 

7 


1996 

H|)b Lga 


Stat e m np m fcn 
Hgb Lot 



W89r 


MX 534159 525768 518663 544260 408769 

0*1 MgK 534796 Of* tor S306S 

■ FBMBfftaBr UtADM EgTWIDf 

■ ACTIVE 5TDC8S 


FT5C 100 SECL3 59696 59386 810X10 506860 

a*i opt sons oan m 53574 


5442 931.18 

: t260762S ■ UHDtM TTUOJX8 RCTTVTTT 


61056 9969 


VabHM : 858680600 


up* 


1480 


ft 


T 4 5-8 3 8 41 

Marl BOB ‘ 


Oboe Oofs 
prica eftaaga 
703 *87 

674J63 202 -3.75 

I TM 672.197 454 *045 

573688 11015 *345 
iBk 494685 15465 +26 

40)698 7&JS *i» 

■ Bk 379621 108 +U 

Met! 387.122 7365 *06 =*»___ M 

Fag KagedMr 293600 2946 +075 2L. 

BASF 2SU35 801 *il B*c*X-e5H 


On 


Dam 


Ptra 

3296 

552 

S6 

M 

45 

850 

56 

e 


oar* Dan 
Ebuve cfege « 

*346 *116 

♦SB +HJ 
*46 *36 

*8 +76 

*3 + 7.1 

*58 * 7.1 

-360 -07 

-365 - 4.1 


INDEX FUTURES 


■ ACTIVE STOCKS 



■ BSGEST HOVERS 



toadar 

Sadis 

Owe 

Day's 

ton 

Cbm 

Data 

Of* 


traded 

P*t 

eknge 

urn 

Oo-Une 
Festrar 
ffehnsUbdi 
Bwd M 
frtwtoa 

Domb 

Bunden Ub 
ac 

once 

dunce c»ge % 

agM 

Sied 

tonteb tie 
Eurahm 

inn m 
root. 

S^»4.1BQ 

1S.134.1G0 

1O056.B2D 

907S/BS 

0529301 

M42M7 

46* 
459*- 
43 r-> 
410 
21*» 
1«SK 

+v< 

*3'< 

*4-7 

*4>S 

231: 

50 

ZD". 

1231: 

n»* 

•Sh 
+ 11 
*4+1 
+26 
-P. 

.324 

*»21 

^267 

.208 

Eq CNn O 
outturn 

&774J2I 

B.07D517 

24011 

46* 

*23 

17 

K 

SB 

-5 


FtohEhc 

6,057539 

131i 

♦2*r 


-65 

Br Pfflndenns 

8564 735 

956 

*1 




1 -m 

■ SIP 380 

Opao 

Ltofl 

CftniOB 

Wl 

im 

Est ML 

OHB bL 

■ CAC-40{200x ktdex) 

Open 

SOI Price 

Gtanpe 

Mgb 

im 

Est VOL 

Open m. 

■ on 

Open 

SeflPncf 

Chanpe 

Htfl 

Loo 

Ed rta. 

Open ML 


J 9 

111520 

112000 

+2250 

1123-90 

1117.00 

119V0B 

340,254 

MW 

4002V 

3084V 

+1030 

4004V 

389X0 

356 

35,794 

ur 

7E0V5 

77300 

+10V 

774V0 

760 25 

0220 

120.587 

Sep 

■ MW 229 

113000 

Open 

113320 

Sat prim 

+23 V0 

Ctaga 

1134.60 

Mgb 

112SJ50 

Law 

378 

E A VOL 

12JB4 

Qpn tt 

Jab 
■ DAX 

3881V 

3975V 

+10X5 

3961V 

38750 

30 

10.704 

JOT 

■ somx 

TEXTS 

776V0 

*975 

375.00 

76375 

409 

30210 


Jn 

152300 

15380V 

+220.0 

15410V 

-impQ 

21,563 

193^54 

An 

5325V 

5339V 

+5DV 

gggq 

5284V 

1X210 

123,317 

Her 

7849V 

7689V 

*798 

7690.0 

7633 0 

4081 

20305 

' - 

sn 

15280V 

15410V 

+240V 

15410V 

152700 

34 

11847 

Sep 

5379.0 

5392.0 

+(61.0 

539Z JD 

5357V 

43 

17.423 

Jib 

7B3SV 

76792 

+1229 

76653 

7635V 

>.190 

2J39 


-cr.-a 


(MKMlntrpMUM. 


WORLD MARKETS AT A GLANCE 


iitt 


output 


f* 


-76 


■> utTS US 




■ i ■ *i ‘.'t. ! 


'• ■ i r i 

■ . ;x ‘ 


camr 

bk 

MV 

MV 

May 

1998 

1998 

% ma 

iM 



11 

8 

7 

H* 

IM 


» 

teal 

2321 X 58 

2312 X 13 

2 B 88 V 7 

2348 BV 7 230 

1823798 271 

28 

199 

w* 

m ommta 

2737 V 

27095 

27898 

288 X 40 IGM 

254240 1271 

X 3 

20 


M Maing 

0722 

662.1 

ET 1 V 

71 X 10 23 M 

55228 1371 



BRtaftr iwr ta Mi mins Man ft tefeet Kaunas npertnm wt pntlt 23 par not 



Mririb 

CMkWtn 

M 

M 

581 ® 

88168 76 

mu 1371 

IV 

159 


ATX hdta 

138056 

156 EL 47 

154886 

158958 116 

12 CUB 1371 



Mb Of a unu/ Hfl. Rtfotn Hfcn jknpotf em tan 5 par ert 




togkw 

hr an 

3097 V 0 

305940 

302947 

314424 22/4 

235738 1071 

19 

199 

Honed star 

tf Ufm shun a/ fcflby* ten) motto * Densot Bank. 




BOW 

Bneme 

1113 &V 

11229 V 

11063 V 

1229998 15/4 

(mm 971 

m 

na 

{BWtawhVitMMo 







toatfa 

TSE 1004 

471 VI 

48 BV 0 

48295 

47 E 28 ISM 

nnig ran 

IV 

2 X 1 


MU MM* 

412 X 35 

412 X 80 

407 X 73 

439981 193 

344235 121 




OorepoMsf 

7737 V 0 

289924 

761250 

782230 284 

823998 1271 




Dbulfi Jt-JJ*- 
WWD 33 

38972 a 

386621 

381912 

3 B 47 V 7 15 M 

223441 an 



f Tactort la eafr jgtaB on Hhf Sto* 







CHS 

BPAOeaV 

4524 V 0 

453943 

455130 

4861 VS 17 13 

48047 2771 

28 

Mfi 

IVIm War as heria at tjacn shmea tat go a-Mtknl tm mtat 




Ota 

Sbanj tBl 8 

4 X 96 

49 ® 

4934 

9958 102 

4089 m 

08 

41 V 


SboOw 8 

8 X 07 

82.19 

BX 53 

8987 102 

7791 an 



AM ftntaf efyntf 4 JB pa cent tag/tog StotfaA am emmqt 8 talma ton AMtf kHidt M 1 b SSj* 3 ol 


comma 

a 

04 

123488 

1234 V 4 

143148 7/1 

113931 1913 

m 

n 

Cak RmtfefX 50 

407.1 

tt 

4829 

51730 230 

45 X 40 4/2 

m 

n 

Pamwk 

CqwdngecSE 

737-76 

W 

73 U 0 

7 JOM 7 M 

earn an 

19 

22.7 

MnW tor tv T& Datum* m us means maga tM hope *r Maty amuma. 



fmm 

QAd SE Ban 

387.66 


3 MM 

38 xn 21 M 

3 4 X 40 212 

IB 

m 

.Sam MM M by ttmnadaf Memaftnd Bam. 






tfMtod HEX Gami 502504 492929 480938 

Ctaut a a mat Ion H **h eta/ Ifcto an totsty stum. 

50 BKM 116 

322843 1271 

M 

17 V 

Ran 

3 V 250 

259 X 17 

« 

253400 

258 X 17 116 

187310 1271 

29 

MV 


CAC 40 

401724 

03 

300636 

4 B 1734-116 

288254 1271 



Stora odbri on US Hums mogr mi OuPofs sab at arm 





Burma 

FKAUmt 

1716 ® 

ream 

167 X 88 

174430 MM 

tracts tan 

14 .. 

224 

nrnmumt 

5001 ® 

499 X 00 

4957 V 0 

515538 2 W 

3 B 2 & 2 D 1271 




DKG 

5341.69 

5257 ® 

518623 

5 M 2 JDD 2 fiM 

4 BB 738 1271 



Moanm confatss stmg e®r tm mutt- 







fireeoi 

Mu S 

2358.15 

245916 ' 

25 D 9 J 8 

283454 56 

138913 2971 

1.7 

249 


F 15 EASE 20 

140112 

146942 

151981 

18 D 1 V 3 56 

755.18 2971 



FW-taMv b bate Ospnmal nam as a* In omsns boom taftf to Pnota antart 




Ctaaay 


Mgr HV 

11 8 7 


1998 

Hgo 


1998 

Low 


^ now % RE Ctaastary index 


May 

8 


Uar 

7 


1998 

non 


1998 

10* 


* YMd -I* n 


Bd 8V&4B BB7M7 561138 BOHUB 73H 

nr to iiiatiiaft (pirt ateOw Qpiadd mat 


728079 1271 


MG 


172916 176506 177S63 1MK30 1V3 


13228L8D 191 


BSE 5 m 
CM 500 


402230 
761 JM 


i 21/4 
8B6B 21/4 


2Bfl 

an 


B2L 30 581568 563169 561764 817088 2ZH 387837 31 

RSI 2D 12S276B 12985.11 1293DS9 M2B26B 22’4 803164 2ri 

gfrad itan Jgjy » «l tajmgt aM fagwanwr Mnate 


16 


Jaforta CSrap 


M 43465 43878 EB4M 20 


3667 an 


2.4 143 


RTS 


30262 30474 41161 51 


29n 


SSBUB 53101V 534765 647161 21M 4BUB 31 

Stma Baal ta at/ U bj m mgr non af MH US n and Saw Mbr fiaain 


17 19.7 


SESPJkSMn 

Shfc Tides 


37163 

142075 


37248 

142860 


43768 190 
180075 193 


32U2 •an 
107347 an 


24 til 




Hang Itoog Hng Seng 1000067 1008068 987163 

HSCC M Ota T30B.1B 131441 1292JD0 

am b 7M|0 «tf i *UMv jw tann tm amt tad 


1MQ8) 250 
177589 2772 

Wltafl 


onus an 
96460 an 
MSMBO 


41 .. 103 


data 

id mm 

31996 

M 

31587 

31008 1175 

28X12 11/2 

IB 

na 

MMtoUltididiiMtiii Taa Pnsaacutat tokuttu 

ofer pour OsHtata mrSngi 



m 

Ba Cant 30 

357JB 

34953 

33940 

3*053 BM 

2484 271 

13 

309 

Bence On M 

153524 

1497.19 

140L08 

105438 7/4 

1D72JG m 




uriGnen 

24859V 

240150 

23517V 

28377 V0 G>4 

1720X00 271 



Sam atm W bf bssUBB nets 








MW ZS 

1538190 

1514900 

15M3V3 

1728434 2/3 

1486444 1271 

99 

494 


MM 300 

23892 

23465 

23526 

25743 MG 

2J485 1271 




ita* 

120279 

118X18 

118987 

130931) 100 

112061 1ST 




M 

130172 

immw 

130239 

140127 12/2 

117X38 1471 



Hu Mtaer mat 99 pu tai Ubmo mm 1 ms ta atom tab m* OUrWsi 




Jmkn 

Alton SE 

17487 

H 

O 

17(87116 

18454 3071 

IB 

to 

Dsmlkrmm tori MtaptaV ctansta aat maim. 






UU 

NVEQmp. 

« 

589D5 

58881 

763) 27/2 

<7757 1271 

28 

129 

Ikxfco 

PC 

09950 

493785 

«27 j 01 

32MVD 2H 

447760 29/1 

13 

14 

iscntm savam H m mM tats mate toata. 






Waateo 

cnsA 

BU2.16 

797.47 

75648 

8(0.18 n/5 

88657 2171 

to 

Ifl 

mhnkndi 

css mu 

13694 

13454 

1322 

137889 46 

104520 121 

18 

2X1 


CBSMShr 

77S2 

7664 

7552 

78828 m 

5Q9Z0 1271 



au manri if U M fl*» m 47 W fb*toi ta 5tav» m H* Bn am it m gacaafa am 



mamma 

On.* 

30*574 

yam 

BUfllSS 

2399V2 2V3 

210791 2871 

4.1 

182 

ntesa and tresty Uita ptmad ta Ua tauatl 






Mpfe 

SEM-Sbm 

607758 

6B7129 

607950 

(EOtD IMS 

2236M) 1271 

na 

H 


Data SE kd 

230725 

230699 

23M9B 

237961 46 

180X91 131 

15 

re 

4anM» «7rniw* h *e taW sataor agputd jfins 





fbhtatn 

KtascV SE 

15M.M 

155191 

w 

17*31 an 

150228 OH 

w 

m 

Optag (tpm owr ataUtr taA nUeri ta U H H /U Auer tafr IrlBr £8 par (W 



tan 

(Jn Bed 

18447B 

1845JB0 

184267 

100391 46 

15360 2572 

IB 

IB 

nmttm 

nm Qnp 

» 

220B9E 

218987 

2H1* 256 

mu) an 

13 

148 


SbtoMa SAX HB62 

fihm ta tha am SbaUSum mad Am 

P 

128 <6 

11248 VI 

12848 7ft 

IB 

to 

SflW AUn 

JGE GDU 

1050 IV 

10196 

9918 

11015D 24M 

67280 1813 

2d 

151 


J5E M 

98726V 

975X3 

97643 

9M2JD m 

671X10 12ft 



taint amed ahaad <a satag tmm u Matai ail total stxto. 




Mb Una 

/tantooET 

38158 

37304 

37947 

5HS 2/3 

36156 lift 

1* 

1X9 

Furs el bar west Map* tbafatta d tarts end mart npns bus aut ams a Jnesr art Dacsm to. 



SM 

Halid SE 

8791* 

85395 

852.04 

BBS 6H 

66.14 12/1 

10 

273 

4 o/y *1 nttfua kd m nadat and tm aattng 






Sri Into 

CSEMSwe 

0 

777 JO 

77280 

78970 « 

55X90 26/1 

IB 

to 

Umbn 

AtoimtoCn 

M 

38939 

38862 

376900 15M 

285X16 12/1 

18 

224 

Snares dead si fflQW dft on fmrgw uteudatn tt to paper urS pBOCftag mriKl 




Wbto 

SM hw 

76775 

7567.1 

753X0 

7827JB 0/0 

8082.10 12/1 

IV 

305 


SPI Geoeod 

483912 

<(7298 

<739X5 

4M7J2 00 

3781 JB 12/1 

na 

na 

Ones stfatd tf m* bad yum 







Warn 

toVdedPr.- 

8378JB 

821084 

BZ9037 

SZ77V0 713 

737X14 12/1 

12 

24 

wmogr dm Ituad la Mt ugad am fa> nr aeoebD t Taman tr a maty txutctor tam 



IWtod 

BaqpOkSET 

P 

38842 

amiK 

55892 312 

33X17 12/1 

28 

2X7 

Ifcfej? 

■0® NO 100 

<254 VS 

421908 

400353 

48EBJ7 22/0 

2777V8 1V2 

22 

203 

MeW tody taxed Ufa as Mart natural tun but 






MU 

PC 

Km to 

BZP!*) 

825971 

785882 23/3 

597X13 4ft 

IB 

IB 

7la*!&BB 

TSE Madrid 

M 

P 

708044 

879X71 31/3 

740X18 Sft 

IB 

oa 

tf mats dgasud dan /taw egupaenr ttaknr ZnftM psttgeed 





«ono 

n/s*Ptaa»» 

M 

29024 

2B8V4 

2989 15« 

HXn 9/1 

» 

IB 


IB Cbpkd IdS 

108X1" 

107X9 

106X1 

109(80 ISM 

•8950 12/1 

to 

IB 

C80SS-B0RDB) DJ S&n 50 

330081 

P 

323482 

330900 BM 

2S70VT 12/1 




DJ Em Sh 50 

329756 

« 

321 683 

330X8G 6/4 

30BX61 12n 




F1SE BOO 

123648 

12HLB1 

1207.75 

laara u* 

87tm 12ri 




FISEE100 

283889 

279416 

277X29 

mms m 

223B4D On 

na 

IB 


rtBBCXDi^ 

M 

23065 

iflnna 

27X91 2P3 

18X25 12 n 

na 

IB 


W top Ewg 

15128 

151.15 

15TB1 

18908 22/4 

12X19 12/1 

IB 

na 


> » Ibg 9 nw 1 MP« f« m >m cm Bi 87470 0 nma. ♦'tom. H am. M mma I xnmo«( I 
m ma m de hdB m mn hrtg da «*. Oto agav b uawi ae pnAn dg/» f SMpct » M 


f MTS MMa M m n w aam dm Wd ■< tm pnoincMd m« » ag ta eatadi i 


l M kM fi* kgtn ad Nm i 


7* V, 7» tk 
24fa 2ft Oi, 

19% Irti iBi *A 

*B **a BV +% 
fAS9|50t -1 
so>* «A aU -3% 
• A 7% 4. 
«Sh «,i 
z?V 21 ’a 21% 

1^ 20 

MB% IM*a 105*1 
28% 

27%8B>1 2B% 

41 Vi «11t «V 
7*1 8% 7*1 
at* *a 
2A 2A 2>1 
44J« 4Us 43A 
Slflt tfit 3D 

t>* v\ n 

W* II 12 

4BV 4BV 48V -rtV 



THE NASDAQ STOCK MARKET «»»»*,„ 


Cdtaca 


,430 78 . . 27 3V 25% -V 

am 11% 
ii nm aft a » -A 
. wi » ft W A 


owfita 


iA «H « 

»V zfit 2*v 
<A «>, 42% 

15% 15V <5% 

11 18% 

11% W HHs 
a 40.S -i% 
W B% W *% 
7% 7% 7% 

«rt «V «. 

5 1% 5 

ifi iV i% 

20% 20A ZQA 
tank rafc i»A 

47% 45% «f% 

28% 27% 27% 

IT «% K% 

ud n* «% 

■TM 74% 74% 

2 ZA 
G3 aw, a 
24 a 23% 

SBV 27% 27% 

n% a 2tt 

u% nv u% 

28% 27% 27% 

38% 25% 6 

37%- 38% 37 

SB 37H M 

•* •% <W 
B% A 7U 
4% At 4% 

6* 3B» 37A 
8% S% 3A 
44% 44% 44% 
sri EB% SEA 
17% 17% 17% 

B% 34% St% 

18% «% •% 

«a *H 4A 

»\ an% as% 

14% 13% UH 

I !t 01% 7% 



ngp»A 


tf T d?t% SDV.31%. */*' 

ooi *3 e» n% a% nV'-iN 

OB a B4S SIB si% a% +% 

sa wh i*% 14 % *% 


nosaci 
toff m 


a m 

Bk. E Wt 
118 2425 
160 18 5085 
183 541 
49H1N 
Offi a 975 
OH 20 '384 
M 3147 


54% a 9% -Wt 
«U 47% « 

mA 58% E0& *A 
23% 23% 23% «% 

a % a n -A 

29% 28,1 2BA *H 
D% C 82% *% 


torn 

xm 

raft iBA n% 

♦A 

FMMffll 

75 A 

9 8 8 


MM 

915 »1Z*3 

»% rift w% 

*% 

FM004 

au B 2Bta 

»% « 104 

♦% 

ransr 

8019300 

Z3A 224 n% 

■% 

F09*« 

12 1W 

5% 54 5A 

■A 

WWW 

I* 14 1» 

38% to% 

-% 

fauns* 

8* 21 20 

0% 82% 87% 

■% 

MA 

000 21 122 

30% 39% a 

♦% 

68MB 

OB 

6% « 8 


SH&n 

DV7 2£ CEO 98% 38 38% 

■i4 

tone 

913 

% A 4 

-4 

SeriC* 

11 GO 

■ 18 17 % IB 

*% 

MU 

904 17 N 

32% a«l si 

■tt 

Bum 

NS 513 

3% Z4% ZE% 

+% 

mum 

IBM 

9% 5 5 

-% 

mat 

» MB0 

3*4 ® SSI 

*ft 

Burnt 

0131 

ia 1 % i% 

■4 

myna 

3 to 

»% *% m% 


GadOB- 

BU 

14 % ft 


toned 

M BJB 

274 Sfi 2S% 


an Hu 

198 

3A 34 3i 

♦A 

am* 

110 

W% Hi 10% 

♦% 

toe toe 

B1 

18% 12% 13 

-*0 

totatan 

008 • WO 

B 6V 6% 

■% 

on cog 

ZS5 

24 ZA zi 

■4 


12 2688 18% 017% 1B& *& 


Mta^Je 


noses 


mm 

mm 

HtagM 
Ha kb 


il no to A 41 -U 

048 « 9 S% 25% 2C% ■% 

on SSW8! 5B% SB* Jffl +1% 
IT £ Vt% 14 14% *% 

27 1646 22 21% 21% «% 

980 U W7 28% 27% 3 -% 

2* 89 S 2% 23% -A 

022 It 724 35% 34% 34% 


HtoMa 

020 

S 

1771 

30% 

ZB% 

28% 

-% 

HdBnrib 

an 

Z1 

am 

M% 

90 

34% 

*% 

mci 


HI 

127 

*A 

8 

84 

+4 

Atoms 



73a 

39% 

29% 

29ft 

-a 

recrtfcX 



% 

1% 

1% 

1% 


fnsp 

an 


n 

m 

»% 

»% 

+% 

EM . 



ta 

1 

1 

1 


lBKII 


3 1 

na 

«% 

*% 

8ft 

•A 

tens 


» 

907 

UH 

HA 

18U 

+4 

Bb 


1 

ran 

1 

8% 

Ii 

4. 

Btoekia 

ns 

17 

isi 

tz% 

U% 

12% 

+% 

huatm 

113 

BBS 

n% 

«% 

11A 

-4 

mfin 


BZ 

nr 

»V 

a% 

21% 

*% 

mi 

812 

21 IBM 

«% 

»% 

82% 

-ii 

MWB 



<39 

D7% 

7% 

7% 

*4 

WM 

an 

11 

900 

zzA 

«i% 

2>A 

■% 

toW* 

an 

25 

an 


«% 

00%- 

■% 

MW 


» 

£08 

ffl 

0% 

8% 



9t 3 5% 

W0 Hii 15i BA 

3* « n% 13% as 

085447 «B 3 2E% 28% 

03 M S H 51% 51% 


JUSo* 


Junlta 


m* 


BMa 

US 


21 288 3% 3 20% 

■arm b% s% b% -i 

:St S2 lt%«3% 13% % 

18013% «U 18% *% 

am arm - si a se% *A 

068 16 28S 22 21% 21% +% 

020-15 678 18% lfiii 18 4| 


«d». 


• -on 18 in 21% 29% 20% 

-'844 4 2293 £D% 10% 20% 
. n* 18 ion JS% 36% 35,1 
OEO'.S- «4'-2J% 29% 23% 
37 7778 ’«5 41% 41% 
•• a Tt% 11% 11% 

’• -«a 14 % ma t*% 

•• V •--■'848 «Al Hft »% 


tom 022 80 M 17% 17% 17% *A 


n M 

Ba E Hb 


UoUFas 

UalWi 


Lawtx 


J(7M 

(take 

imncx 

IHrilB 

UaSbSh 

ITXCp 

LHH 

MODI 

IB Cart 


an to 
an so 


10 

09 14 
84 

US 24 
21 

03 35 
an is 
12 
s 

an & 


985 IB% 
HS7 30% 
am 4i% 
333 21% 

m * 

315 2% 

s*4 «A 
13 27% 
275 8% 
1W 9% 

tm 35% 
ii »% 
7217 78JJ 
I 45% 
4041 20% 
» 4% 
111 41 


IM lot eng 

2B% M *% 
*% «| 

40% 4DH 
31 3<A 
S% J% 

2% 2fi 
47% 41% 

28% 27% 

0 «% 
a% si% 

34% 35 

19% «% -% 
78 75A -3,4 
44% 45 -^2 

l«fl 20% -% 
4% 4A 
40V •% 


ass soma si n% so, 1 , 
M W 81% 31% 31% 
MB 7 BBS 13% 0% 13fi 
< 22B ■% « BA 
® « W, W» 101 
10 5» M% 23% Zld 

044 14 13 15% 15 15 

on » C4 9% 55% 55% 


■toM 



MTS 

4% 

<ft 

*% 


PUJTd 

ID 

in 



» 

a m 

38% 

«% 

31% 

-% 

ntra*f 

X 

«E 

Hcunn 

on 

w 

130 

2S% 

»% 

w% 

■% 

host 

1* 

TO 

ttCDnriW 

880 

35 

an 

<m% 

33% 

33% 

■h 

pew* 

N 

30 

rieewCp 

9U 

28 

N0B 

a 

27 

Z7A 

-% 

Pm Ik 

020 It 

082 

HriBG 



8375 

«ii*a 

11% 

«% 

. 

tank 

87 

0073 

HettoB 

000 

11 

1030 

38% 

S7A 

374 

-% 

ktorto 

re 

108 

Urn AT 

080 

n 

SUB 

1303 

IBIS 

11U 

9% 

u 

"4 

3% 

8% 

114 

Si 

oA 

■% 

*A 

totowe 

in 
n on 

HZ37SD 


MlSSk 


IMS 


US 13 im 14i M M -% 

17 3181 15% 14% 14% -h 

1107 11% 1D% UQ -A 

S312BM2 5SA H/< 94% -T% 

41 U15 18% ISA 15% *% 

. « 13% H% >8% ♦% 

915 3 E2SB 20A SB% 3,1 % 

541 «% «H «4 

138 18 13 71% 71 71% -% 

D10 S a 13% 13% 13% *% 

M1B 25 MA 24% -4 

on 10 20* BB B% B% 

978 15 83» 35% 35% 35% -% 

on za 27« a a »d *% 

008 M 3128 28% 28% 28 +% 

SI 9% B% 9% -A 

021 M as 17 «% W% *% 

1777 24% 3 8t *il 


"mi & 


HNM£ 

mm 


JKbi 
NEC top 
Nil IK 


U2 328 19% 
on a sa w 

913 28 864 21% 
IT » 18% 
037 X 7 £*% 
M8B14 a 

asm 70% 

12S no% 
994 23 314 n% 
38K6 27% 
sn (7 » 48% 
an a oh w% 
a an a 

(U4 » SW1 71% 
7 MS2 48% 
UtK 10% 

a *a 4»% 

18 5B 14% 
015 S 2% 


78% 19% A 
a 88% -A 
23 2SA *i 
tad. -«% 

S4 S«% t 4 

37% va -a 

05% 88% -8% 
10% W% -% 

a* 20% 

35 25% 

45% 48% 

64 84% 

34% . S 

** w» 

47% 47% 

tt oil- -A 
«4»J % 

13% MA *A 
2 % 3 % -% 
42% C% -1% 


OdebA 


OhO 


OkfWB 

On Mae 


O*0ta 

DdMt 


18-380 
«7I 
31 ISM 

mb n 9 
in 11 ns 

972 18 1054 
U2 a ns 
2271 
S077 
54 SS 
u ins 
» a 
b am 
u sc 


20% a 
i»i « 

S% 22% 
45 44% 
30% n% 
40 19% 
«A « 
*3% 3 

v a 

«% 38% 
37% 30% 
37% 37% 
12 % 11 % 
9% 0 


»% 

>0% 


4 

30% *% 
30% -% 
48 
3 

a ■% 

4B% J% 
3 ® -% 
37% 

Wi -% 


THE NASDAQ STOCK MARKET 


W H 

Pi E to Hp k> lot Chg 

on M 2010 a 35% 37V *% 
in 17 zn 24% 81% 84% *% 
DtoM in 10 Z73 37 38 * h 

14530 U% IS,', 1»V *A 


tio ii a« 

034 D 1072 

» 52 

2702 
8323508 
030 n 4BC 
959 12 a 

a m 

C 240 
FtrgWDx 064 3i 1» 

namod on ir uao 
kpd 803*105 
Ttm 19 1W 

rewwt 3187 


13 NOD 


PMDli* 

Htotbl 


nnmrdi 


040 a 2»B 

are ii 

08 13U 


ub( an ii R» 


20 H4 
50 SOW 


80% 67% 
7% Hi 
76% 75% 
78% »% 
34% 33% 
54% S3 
10% 13% 
»% 29% 
7H 1% 
38% 87% 
«% 47% 

*i M% 

II 11% 
n% 7iA 
34% ZS% 
11 % 11 % 
11 10 % 
31% 30% 
13 17% 
43% 41% 
*% B% 
10% 19 

2« *Sft 

n% 12 % 
21 % 20 % 
11% 1*% 
15% 15% 
7» Hi 
S7A 54« 
25% M% 

18H 1T% 

50% 41% 


13% +A 
71 -A 


23% 
si -A 
13% 

30 -% 

m -A 

37% >% 
47% ■% 

45 -1% 
«% *A 
iiA ■% 
3t% *% 
11% 

ioft -A 
30% -% 
13 *i 
41% -% 

8 i *A 

15 -% 

25ft 

12% «% 
B% -ft 
18% *1% 
15U n‘. 
7% *A 
E4U -I* 
24% -1% 
18% *% 
40A -% 


mum 


a K5 »% 2S)I Sft -A 
ra si 2 % 2 i 
15007 TDHdlUi M% -% 



Ft tad 




M 

Ih E to 

I* 1* Iri 

O* 

Beta 

tanka 

m t53i 

2S% 3 25% 

+tt 

sw. 

n»BWi 

on IB B2S 

Oft *H 03 

■% 

s« to? 

krtrt 

711 

2% 2 24 


Sows 

Anri 

108 530 

« »% 8% 

*% 

SmnaTe 

tom 

Z10 23 iin 

«A BS 05,^1 


Stofe 

AaMur 

020 U BN 

aft 22% 27% 

■% 

Sadia 

Mgnl* 

ai: in 

5% 5% 5% 

■% 

S00BK 

ima 

022 IB 43S7 

0fi 43% 03ft 

■i4 

State 

toeceta 

58/ 74 

8 5% 5% 

-% 

Slrttof 

nvbc. 

0.05 (S SKI 

(«% it% ltfi 

■% 

Opae 

%»Wr 

1? 2838 

10% 10% 10% 

-% 


Otoce 

140 10 2188 

«»% 4*4 08% 

+4 

T-aced 

taOtori 

0« 308 

10 »% 9% 

•Ji 

Mmi 

020 707 

12% HA 12 

-% 


Sdtoggta 

04B 14 18GB 

22 d?1% 21% 

■A 


ana 

1172 

12% 12% 124 

-A 

re to 

ikSDn 

Stan eg 
5cm Bnl 

(LSJ 2 903 

a 

13% 13% 134 
% % % 

♦V. 

SmWt 

13a a 

ZS% 22% 3% 

*% 


SBIW 

03 03 UH 

»% 70% 71 

7% 7% 7% 

-1 

TefceSp 

QEttm 





on n 203 

2SU 38% »% 



Srtto 

17 4019 

19% 1BU Mil 

-% 


mm 

BBS 

3% 3% 3% 

-4 


awnu 

D14 a re 

BA Wl 04 



aidM 

ta 

14% M% 14% 


1W 

ShMkP 

a cm 

37% 30% trA 

*ft 

TJtol 

tom 

ax a low 

3BA 30% 3BA 

*U 

TodMO 

to«to 

n 

et% 4% 4% 

+A 

Trigs mi 

SkriBc 

44 798 

31% 33 35% 

♦A 

1 pBw» 

rams* 

ID 1720 

2D IB% »i 

-% 

ime 

torn 

Q4p C 20B 

13% Hi ISA 

-A 

tomb Ca 

aw* 

21 iew 

29 29% 9% 

+4 

Tnmkti 

sen 

03 2D tm 

43d «2% «% 


Tmcaaa 

total 

IKS 

7% 8% 8% 

-ft 

Tateck 

torn* 

0713 

«% 11% 114 

■a 

nam 

SltaBCI 

D4D IB 302 

2S 20ft 2«i 

-A 

naaf 

a*to 

07 raw 

a 24ft 254 

•% 


tontos 

SB K50 

07% 48% 0Bft 



Sautes 

3<2 

10% 1D% »% 

-% 


tori Tec 

a» is a 

13% 13 IS 


(HOWS 


n w 

Bk. E Hk m U» tori 

DM 4 &4 10% 19% IBi 

X 1208 a 25% 25% 

an U 18 37% 37% 37% 

51 30* 8 5% 5% 

230 a e% ma 4i% 


a urn 0 % 2 % 2 %\ +,’. 


450* B% 6% *A 

W 4EM 3B S% 3% 

040 18 W 14% M% 14% 

» 3D1 B4% B!% ev 

01030611105 Hi fr% P|\ 

32 an 58% 53% M 


302 
03* X 2980 
9 (1S0 
OH 31 175 
47099 

a s» 
m re s 

35 M» 
1238 
Wl 5B£3 
4410*51 
001 51 7260 

an a son 


02 17 <9 
on 19 92 

on 17 441 
71 073 
31 d) 
MS 1508 

a znn 
108 

us ir isi 
43 igm 
19 

no a im 

1416 


4% 4A 
30% 35% 
6% ar% 
co% » 

s35% Oft 
c « 
53% 53% 
49% 46% 
U% Ml 

3*% J4 

71% «Bi 
34)1 32% 
44% 42% 
32% 30% 
t% *V 
29% 29% 
11 10% 
53% 52% 
19% 19% 
19% 19% 
1 0% 3A 
31% 29ft 
3% 3% 
39 a 
19 IB,’. 
2% ZA 
29% 26% 
2% 1ft 


-A 

■% 

1% 
-% 

-% 

-% 

-A 
-% 
3SA +1A 

«A •% 
53% -% 
C -1% 
ID -% 
34% *A 
»% ■% 


4% 

35% 

%!. 

50% 


33% 

<3 


*13 -ft 
4% 1% 


•fl 

-A 

*% 

-A 

-% 

-i 

-% 

+A 

■% 

-A 


27 414 62% 60% 80% -1% 


tkdk 

Ok. E 

180a 

to* 

UM 

tm 

“to 

lateg 

DM i£ 

m 

22% 

21% 

71% 

•% 

Itoafj 

lie 2D 

7 092 

*74% 

15% 

73% 

‘3% 

USEtegy 


|7*S 

7% 

B% 

7% 

•IA 

165m 


290 

1ft 

1% 

Ii 

’ft 

us la 

072 2S 

244 

72% 

71 

72% 

(2% 

ter Cm 

DC 10 

tm 

29,1 

27S 

■Si* 

*A 

UriTcM 

D5D M 

17 

110 

l« 

no 

+IV 

Uto 

168 

G8 

V. 

w. 

54 


nomf 

026 16 

2316 

22% 

27% 

ZHi 

Ja 

VivdCta 


m 

IBIS 

MA 

18% 

-4 

tow 

020 13 

w 

34% 

3S% 

32% 

■1% 

tom* 


HEB 

X 

30% 

35 

J 2 

Vtar 

a 

292* 

19% 

017% 

17ft 

■A 

Mcopkl 

re 

90 

15% 

15 

'5% 


VIS Ik* 

15 

7103 

a, r , 

aft 

2M 


MN9i 

na 

Mil 

V 

32, • 

32% 

<% 

•aal* 

e 

«9G 

25% 

20% 

24% 

■% 

temdeca 

28 

836 

6% 

6% 

s% 

*% 

teaa*n« 

ia iiw 

71% 

60% 

711(1 

-14 


035 U 

355 

■A 

X% 

aft 

-4 

«M0 

ra ie 

272 

2B% 

0274 

27% 

-A 

mvmiED 

DID 10 

539 

25% 

24% 

24% 

■% 

tooaBncr 

D« 20 

011 

33% 

32% 

32% 

-% 

ns£M 

52 

1083 

33% 

32% 

33% 

*% 

HU 

17 

1583 

a% 

77% 

77% 

-% 

tfltWfMI 

33 

783 

54% 

53% 

54% 

*% 

toOBBL 

028 IB 

109 

11% 

11% 

lift 

*ilc 

amm 

75 BB* 

<3ii 


Cft 

■% 

«*» 

032 10 

IBB 

1H, 

«% 

11% 

*% 

m>4Dn 

036 S 

148 

B3% 

62% 

G3% 

■% 

■rtwto 

000 27 

808 

31% 

21 

a 

-% 

»»* 

28 

9403 

eft 

<5% 

«5A 

•tft 

Bn 


101* 

17% 

17% 

17% 


ten Can 

123* 

G 

s% 

5% 

•% 

Woo 

18973 

M% 

114114,’. 

■3.4 

•efc* 

1» 

20,4 


a 

1% 

mu 

3» 

2*6 

74 

7% 

?% 

1'. 


048 X 1412 £3% S 


AMEX PRICES 



on 13 304 38% 3711 38 *A 

0J5 1J OB W T7% « *A 

Si a A dA A -A 


i*mn 

Mffn 


HMBtfJ 


banrCg 
n ton 


OJ2 41 43C 
20 
5 

096 9 « 

31 JO 
243 111 


JA ft V. tA 
* 


16% 16% 16% 

38% 32% 32% -A 
15% e% 16% 

10A 9V 9% -A 


are » 23 19% 19% 19% -% 

an 8J1 8% ii -A 

E6 0E 10% MA 

1217 I 


II 295 
1SJ07 

a a 


5tt 

4 


H * 

**ft *A 



SJKtopi 

TnPUi 


0k. E ilk Mgk lw Orn Cbag 

234 U 0 S4<| 83% £4% -% 


H 15% 15 

944 53 I M0 47% 46% «% 

13 187 15ft 15% 15ft 


name 

im«t 
ton Ua 


utftata 

us cm 


WBKaFri 

WET 


»»SAgi 
» sd 3BP| a>i a% 
i» s% #5% S% 

a 19? 1BA 10% u% 
7 330 17ft 17% 17% 


* »% 3% a% 

43 /0 3% 3lj 3% 

13 387 33% 33% 33.V -,1 

m on 57V MJ nj :i > 


64 4176 SH| 57, 

1 1* a 3 171 387 369 

1 U 17 a 14,1 Mil M,% 

205 H V % 


a 




EASDAQ 


52£DAO eanh lesuKMe mpenlsiii poi Euflpoi Sm Ma>M bevm) or i+gn pnMin cuncerw; n«i rturnc^iu Ktitaue- Tne-rti ten a 
g ncKWKBiW) EASDAQ Sbx* »4MMieanb8PougM id epig Bwm^i EaSOAQ Mamma. 


aridpriOB 


cwgt 9M u m 
on dag 


toiCoti 

U5&25 

i925 

8915D 

7.125 

23 


mxoa 

VC 

5850 

55650 

1«0 

AiSrtiSyriBTS 

mvaoo 

U3IBV25 

♦1250 

•fli 

5340 

27870 

34500 
2i va 

12450 

5 875 

BiqgsnriB 

USS7M 

DEMI 1 1 

tlliS) 

^1 

33-1631 

44100 

[bit 

l?1 

9B75 

60 

Qnuaota 

FFr18 


10000 

1G5 

9 

IESS5/5 

,1375 

13W9 

1035 

3 

CdrOta Hobng 

IS8J5 

(0063 

MU 

103125 X&1S 

Uta 

USS17075 

0125 

<7319 

18063 71875 

Mooa Hotai-’p 

EBP25S 


BW 

7.15 

1J 

Vaa/Wt 

USS11J5 

.ia 

Hi 

1283 

a 

D>5obMriA 

U9I3SV 

-(US 


0X25 

293/5 

HU 

USS03 75 

063 

3000 

455 

m 

aUPTUS 



0 

BIS 

50825 

OpttocMI 

pSto* 

(S$51 J5 

*1 

76286 

6825 

10375 

SdJIettaB 

U5SBOT 

-10835 

1445 

371975 113 

US8XES 


5W 

763 

213 

EnuFtoXto. 

FMX25 

<95 

500 

117 

8X03 


USP6075 

■113 

1005 

185 

liVS 

EWJtan 

USS1X 

♦t.ia 

rm 

1X2 

42)5 

Sctoife-Mama* 

Sdri6« 


IS# 

IffiC 

«D 

GnnggtoEiin 

USS48J5 

■4375 

30 

49.t3 

245 

lottoBW 

Scin <350 

*150 

®s 

1«3b 

JUS* 

USSZ3V 

-OG25 

258U 

273 

115 

ijtaodmtfeciaUX- 

USS89B 

<918 

65105 

1193 

21 


|pu^tx ium iMHUwiaiKimtainia 

MaMOPto^dalKto^kBiuanifbiaM/iWBJmmllnlmoimi 44-171 /409989Pl" 

I* "“to - n Mi tu ft* <«*■* null pee, u unu 9 h 3mo gqc bltw 


BMEAlUtantehHail.HW,'*'! ,m,..««..+rt»lCr 

*m*«n 4B» an bn cm+a ►» uneM u *«■ U 

UimiiWUUklnullhiaa'W.'-U'tl T+BU+TU 


V; ■ 




42 


FINANCIAL TIMES TUESDAY MAY 12 1998 


STOCK 



Investors seek out next takeover targets 


WORLD OVERVIEW 


Another wave of mergers 
ensured that stock markets 
started the week in buoyant 
mood, writes Philip Coggan. 

A link-up between Nissan 
Motor and Daimler-Benz, 
which only last week agreed 
to merge with Chrysler, 
helped steady the Tokyo 
market. 

Thai, in the OS, a tele- 
coms merger between SBC 
Communications and Ameri- 
tech, an oil deal between 


Baker Hughes and Western 
Atlas, and the packaging 
merger between Stone con- 
tainer and Irish group Jeffer- 
son Smurfit, sent Wall Street 
sharply higher as Investors 
sought the next wave of 
takeover candidates. 

The Dow Jones Industrial 
Average was up 100 points 
within the first few minutes 
of trading, given a particular 
lift by DuPont's decision to 
spin off its Conoco subsid- 
iary. 

European markets took 


their cue from events in Asia 
and the US. The rise in 
Tokyo and the fact that 
many other Asian markets 
were closed for holidays 
eliminated a potential nega- 
tive weight on sentiment; 
Wall Street’s strong close on 
Friday and opening yester- 
day provided a positive 
momentum. 

The CAC 40 in Paris man- 
aged to pass 4,000 for the 
first time; it broke the 3£00 
barrier only last year. The 
bourses in Helsinki and 


Stockholm also recorded 
all-time dosing , highs. Many 
European markets were 1-2 
pa* cart higher. 

Fears of interest rate rises 
in Germany or in the US - 
where the Federal Reserve 
open market committee 
meets next week - appeared 
to take a back seat yester- 
day. 

The European team at 
Credit Suisse First Boston 
con tinues to a huffish 
stance on European stock 
markets. “In our view, they 


have the potential to rise by 
another 10 per cent on aver- 
age by yeai^ond, and our 
Ian&ttnn forecasts indicate 
some significant potential 
returns of 60-70 per cent by 
the end of 2000' 

“We would overweight two 
types of markets.” added. 
CSFB. “Those that should 
benefit from the convergence 
of interest rates at a low 
level [Italy, Spain, Portugal 
and Ireland] ^ tVinaa rtmt 
should surprise positively 
with strong momentum in 


return on invested, capital 
[Gerinany, Netherlands and 

Finland]."- - . - 

Asia remains the greatest 
worry for most investors. 
The latest Merrill Lynch/ 
Gallup survey of Asian fund 
managers found that bears 
Of the ' frufanoidaTi stock mar- 
ket outweighed bulls by 3) 
percentage points, while, 
haying interest declined in 
every regional market except 
Australia and India. The sur- 
vey was conducted between 
April 80 and May & 


EM ERGI N G MARK ET FO CU S 

Sub-Sahara 
raises its profile 


Dow surges Paris returns with record high 


after fresh 
merger wave 


AMERICAS 

A fresh wave of mergers and 
corporate deals gave an 
early lift to US shares, send- 
ing the Dow Jones Industrial 
Average up nearly 100 paints 
by early afternoon, writes 
John Labate m New York. 

The Dow’s impressive 
gains came largely from a 
handful of stocks. DuPont 
surged 73 per cent or $5% to 
$79K after it said it would 
divest its energy subsidiary 
Conoco. General Motors 
powered ahead by 5.2 per 
cent to $72%. Union Carbide 
gained $1% to $53& 

Although off its morning 
highs, the Dow was op 94.91 
or more than one per cent by 
early afternoon at 9,150.06. 
The broader Standard & 
Poor’s 500 bad gained 5.93 to 
1,11407. 

News of SBC Common! ca- 
tions’ $57bn bid to acquire 
Ameritech set off a round of 
buying in the the teigmms 
sector. Ameritech shares 
climbed 63 per cent or $3 to 
$46%, while SBC fell $2£ or 
63 per cent to $39ti- 

In other takeover news. 
Stone Container shot up 153 
per cent to $20% after Jeffer- 
son Smurfit said it would 
merge with the paperboard 
producer. Jefferson shares 
gained $% to $21%. 

Monsanto announced the 
acquisition of two biotech 
companies to mixed results. 
DeKalb Genetics rose 23 per 
cent or $17g to $942 when 
Monsanto said it would buy 
its remaining public shares. 
But the company’s takeover 
of Delta & Pine Land sent 
Delta’s shares down 10 per 
cent to $47%. 

In the oil service sector 
Baker Hughes’ attempt to 
merge with Western Atlas 
sent Western’s shares clim- 


bing almost 15 per cent to 
$93£. Baker's stock lost $1% 
to $39%. 

Sunbeam, the consumer 
products producer, fell $1% 
to $252 after the company 
released first-quarter earn- 
ings and said it would begin 
new job cuts. 

Technology shares were 
mixed. The Nasdaq compos- 
ite improved just 2.07 to 
1366-44- Semiconductor pro- 
ducers, including Intel and 
Motorola, fell back, but com- 
puter makers were mostly 
higher. Apple Computer rose 
$1 to $3l£. while Dell Com- 
puter gained $12 to $93ft. 

TORONTO built on Fri- 
day’s solid gains thanks to 
early strength on Wall 
Street, further gains for 
golds and a speculative 
bounce for drinks and enter- 
tainments giauL Seagram. 

The 300 composite index, 
which rose more than 70 
points on Friday, had pnt on 
34.16 at 7.733.40 at noon. 

Seagram surged C$1.40 to 
C$6130 as speculative inter- 
est in the shares was height- 
ened by a press report Unk- 
ing the group with 
PolyGram. the Dutch music 
offshoot of Philips. 

Northern Telecom gained 
C$1.45 to CS9035 and Bom- 
bardier, which hopes to win 
a big Canadian high-speed 
rail contract, was up 35 cents 
to C$3935. 

Golds tracked the improv- 
ing bullion price. Barrlck 
added 60 cents to C$32.05 and 
Placer Dome 55 cents to 
C$2035. Among banks, Bank 
of Montreal rose 40 cents too 
C$7835 and Canadian Impe- 
rial 45 cents to C$51.45. 

Among second-liners. Imu- 
tec Pharma surged 32 cents 
to C$1.31 in 1.5m shares 
traded on hopes for a cancer 
drug. 


Sao Paulo blue chips slip 


SAO PAULO lost ground in 
early trading, reversing part 
of Friday's solid rally. Tele- 
br&s moved higher as hopes 
rose for strong foreign sup- 
port for the privatisation of 
the telecoms leader, but the 
broad market suffered weak 
sentiment 

Telebras added 032 per 
cent to RSI 35 30. The govern- 
ment is due to sell its stake 
in the group by mid-July and 
a decision on whether to 
allow full foreign participa- 
tion in the flotation is sched- 
uled for Friday. 

In contrast, most other 
blue chips slipped lower. At 


midsession, the Bovespa 
ind ex w as off 76 at 11.144. 

MEXICO CITY pared early 
gains to end 28.18 lower at 
4,909.47 on the IPC index at 
midsession. Volume was said 
to be light. “The early 
bounce as a result of the 
good trade figures news 
quickly ran out of steam. 
We're back to marking 
time.” said one broker. 

CARACAS ignored the bet- 
ter news from international 
oil markets where the price 
of Brent Blend clawed back 
above $15. At midsession, 
the IBC index was 21.05 
lower at 6,219.42. 


EUROPE 

French investors, catching 
up with events after their 
long weekend, pushed 
PARIS to a record high. 
Helped by strong gains for 
France Telecom, Alcatel Als- 

fhrrm nnri mntnr StOCkS, the 

CAC 40 index broke firmly 
above 4,000 to close 1103 bet- 
ter at 4,01734. 

News of its involvement in 
a potential C$Ubn Canadian 
high-speed rail venture sent 
Alcatel Alsthom spinning 
higher. The shares, a strong 
market lately following a 
raised target price at Salo- 
mon Smith Barney, closed 
FFr78 better at FFr1.257 in 
turnover of FFr2bn. 

The disclosure by Chrysler 
boss Bob Eaton that Chrys- 
ler*s proposals to link with 
Daimler-Benz of Germany 
were only the tip of the ice- 
berg on motor industry 
merger plans kept the 
French motor stocks in the 
fast lane. According to Mr 
Eaton, six other motor 
Industry deals were being 
secretly negotiated. 

Renault rose FFr14.90 to 
FFr314.60 and Peugeot FFr63 
to FFr1,195 for a four-day 
advance of more than 11 pa 
cent as speculation about a 
potential merger of the two 
groups persisted. France 
Telecom added FFr16.60 at 
FFr32830. 

FRANKFURT continued to 
push higher, with the Xetra 
Dax up 1.48 per cent at 
5348.75 at the dose of elec- 
tronic trading. 

Daimler-Benz added 
DM2.30 at DM199.50 after 
positive weekend press com- 
ment on the group's planned 
links with Chrysler and yes- 
terday's news of talks of a 
truck alliance with Nissan 
Motor of Japan. 

Henkel gained DM620 to 
DM149.20 ahead of a first- 
quarter results statement 
and RWE, which puts out a 
third-quarter result on 
Thursday, improved DM220 
to DM9030. 

Volkswagen fell back 
DM3.40 to DM1,472 following 
a downgrade by WestLB. 
The bank, which sees VWs 
bid for Rolls-Royce Motor 
Cars as slightly negative, 
moved from “outperformer” 
to “moderate outperformer". 

Hugo Boss jumped DM70 
to DM3300 after Goldman 
Sachs lifted its target price 
o n the shares to DM4,000. 

ZURICH gained 90.4 to 



7,677.5 on the SMI index, 
although volume was said to 
be modest 

The big banks made np 
ground, helped by local press 
reports suggesting that Ger- 
many’s Deutsche Bank was 
keen to buy a number of 
bank brancbS6 "from merger 
partners UBS and SBC. 
These added SFr38 to 
SFr2,624 and SFr7 to SFr665 
respectively. 

Sulzer rose SFr3 to 
SFx36930 after the wngln w r - 
tng group turned out solid 
first -quarter wnninp A pos- 
itive note from Bank Cen- 
trade lifted SMH, the watch- 
maker, SFr65 or 5.7 per cent 
to SFrlJ205. 

Engineering newcomer 
SAIA-Burgess made a spar- 
kling debnt, ending at 
SFr420 against the SFr390 
fixed by the shares’ book- 
building. 

AMSTERDAM rallied on a 
spate of merger expecta- 
tions, closing up 13 per cent. 
The AEX gained 1837 to 
1,18235, although volumes 
suffered from computer 
problems in the morning, 
which delayed trading for 
two hours. 

PolyGram gained FI 430 to 
FI 10230 on reports that Its 
owner Philips was in talks 
with Seagram of Canada cm 
a possible sale. Philips, 
which declined to comment 
rose FI 830 or 4.4 per cent 
Akzo Nobel, the chemicals 
group that is bidding for 
Courtaulds of the UK, ini- 
tially lost ground on reports 
that another party had indi- 
cated interest However. 
Akzo finally dosed up FI L40 
to FI 42230. 

The announced sale of its 
packaging unit lifted KNP 
BT, thf» packag in g unit office 
products group. It jumped 
FI 4.50 or 8 per cent to 
FI 60.50 on its agreement 


Jo’burg rises on all fronts 


SOUTH AFRICA 


Shares in Johannesburg 
moved ahead on a broad 
front to lift the all-share 
index 95.0 to 8,1703. 

Industrials added 1162 at 


90722 and financials 1413 at 
13,678.1. Golds advanced 3 
per cent to 105OJ. 

Among heavyweight 
stocks, De Beers put cm 40 
cents to R130 and Anglo 
American 80 cents to R282. 


Daimler-Benz effect lifts Tokyo 


ASIA PACIFIC 

News that Daimler-Benz was 
in talks on forming an alli- 
ance of truckmakers with 
Nissan Motor lifted senti- 
ment in TOKYO, and the 
Nikkei 225 Average rose 
232.90 or 1.5 per cent to 
15081.90, writes Gillian Text 
m Tokyo. 

The benchmark index 
traded between 1501334 and 
15,433.87. Volume was thin 
with an estimated 270m 
shares traded, down sharply 
from Friday’s 430m. Among 
first-section stocks, gainers 
outpaced losers 732 to 341. 

The announcement that 
Daimler-Benz was in talks 
with Nissan Motor and 
might possibly take a stake 
in Nissan Diesel Motor 
boosted hopes that the 
recent fall in stock market 
values would encourage a 
wave of mergers and acquisi- 
tions in Japan. 

Nissan Motor, which was 
the most heavily traded 
shar p of the day, rose Y39 
yen to Y434. 

The bid price for Nissan 
Diesel Motor surged to Y21Q 
from Friday’s closing price 
of Y160, although no deals 
were struck during the ses- 
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sion because there were not 
enough sellers to match the 
“buy” requests. 

Other carmakers also 
gained ground. Toyota Motor 
rose Y80 to "Y3.450, Honda 
Motor Y80 to Y4.730. Mazda 
Motor Y20 to Y390. and Mit- 
subishi Motors Y30 to Y376. 

Another boost to the mar- 
ket came from the announce- 
ment of a restructuring plan 
from Haseko, the financially 
weak construction group. 
Haseko jumped Yl5 to Y92 
on the news, which involves 
relatively large job losses. 
However, the other major 
construction contractors 


were steady: Obayashi was 
unchanged at Y579, Taisei 
rose Y4 to Y283 and Kajima 
foil Y1 to YS75. 

The second-section index 
added 6.03 at 1304.72 on esti- 
mated trading volume of 7m 
shares, up from Friday’s 4m. 
The Topix index of all first 
section stocks climbed L23 

per cent or 14.61 to 1,202.79. 

The Osaka index closed at 
16,18734, up 16732. 

TAIWAN moved strongly 
higher following what bro- 
kers described as a technical 
rebound for the heavyweight 
electronics sector, which 
gained 33 per cent. The 
weighted index rose 168.04 or 
2.1 per cent to 837838. 

Hon Hai Precision jumped 
T$S to T$209 and Compaq 
rose T$188 to T$Z79. Diversi- 
fication news from Formosa 
Plastics sent the shares up 
by the daily 7 per cent. They 
closed T$3.50 higher at 
T$5730. 

HONG KONG sided a vol- 
atile, low-volume session 
with the Hang Seng index up 
3539 at 10,09637. Friday's 
strong close on Wall Street 
plus a solid performance by 
Japan set a solid tone, but 
little business was trans- 
acted. 


Turnover was HK$3.6bn, 
down from HK$53bn on Fri- 
day. HK Telecom rose 55 
cents to HKJ14.90. HSBC 
gave up LOO at HK$217. 

SEOUL slid lower as wor- 
ries about civil unrest and 
last week's bank rating 
downgrade by Moody’s cut a 
swathe through sentiment. 
The composite index foil 
13-18 or 33 per cent as finan- 
cial shares moved lower 
across a broad front 

Dong Ah Construction, 
which last week announced 
that creditors would provide 
the troubled c o mpany with 
WonSObn, Tell Won345 or 12 
per cent to Won2335. 

SYDNEY moved higher 
helped by improving 
resource stocks. The golds 
sector rose 23 per cent Rio 
Tinto added 29 cents to 
AJ2L53 and 8 HP 183 cents 
to AS1438. Among golds, 
Normandy rose 2 cents to 
A8L59. 

Rank* also made upward 
progress. ANZ gained 19 
cents to A$1L41 and Westpac 
rose 103 cents to AS10.72 for 
a twoday gain of 23 percent 
following Friday’s announce- 
ment of a share buyback. 
The All Ordinaries index 
improved 17.1 to 2,797.6. 


with CVC Capital Partners/ 
Cinven worth FI 3.4bn. 

Good weather briefly lifted 
Helneksn as investor s hoped 
that higher temperatures 
would mean higher sales. 
However, late profit-taking 
depressed the brewer with 
shares finally closing down 
Fi 130 to FI 7830. 

Ajax, the soccer club, 
dosed its initial trading day 
at FI 30.30. 21 per emit higher 
than its issue price of FI 25. 
It started trading at FI 3230. 

MILAN rose almost 3 per 
rent led by a rally in bank- 
ing shares, anil the Mlbtel 
index gained 644 to 24359 in 
thin trading. 

Banca di Roma rose L149 
or 4 per cent to 13,799 on 
expectations of a merger 
with BCI which closed up 
L155 or 1.6 per cant at 
L10.180. Banca di Napoli was 
suspended at 13,124 just 
before the close, after hit- 


ting its daily upward limit. 

Pi rrm farina, tee car body- 
work “group, which has "a' 
supply contract with Mitsu- 
bishi Motors of Japan, rose 
L3360, or 93 per cent, to 
L43.S60. Investors were 
encouraged by reports that 
the new company created by 
the Chrysler and Daimler- 
Benz merger would move to 
acquire Mitsubishi. ■ 

COPENHAGEN rallied as 
Tele Danmark- was b006tsd 
by the telecoms merger 
between SBC Communica- 
tions and Ameritedr of the 
US, and dosed n p mor e than 
2 per pad. The KFX index 
rose 432 to 240.68 in active 
trading. Tele Danmark, 42 
per cent owned by Amerl- 
teefa. rose D Kr35 to DKi630. 

STOCKHOLM dosed at a 
new record thanks to merger 
speculation. The general 
index gained 4L44 to 3,656.72. 
Stora, the paper and packag- 
ing group, added SKr530 to 
SKrl39 on renewed rumours 
of a merger with UPM- 
Kymmene, which rose 
SK r230 to SKT172. 

ATHENS moved lower for 
the fourth day running as 
the profit-takers continued 
to dictate direction. The 
banks were again the heavi- 
est eamsitipg, with the sec- 
tor felling 5.7 per cent The 
general Tnrigx gave up 92.01 
at 2358.15 for a four-day 
decline of 103 per cent 

Written and edited by 
Kiwikn Terazono, Peter Hall, 
Jeffrey Brown, Paul Gregan 


Last month's 12-day African 
tour by President Bill Clin- 
ton, plus a visit by James 
Hannon, US Export-Import 
Bank chairman, have put 
tee .continent in the spot- 
light - 

. . Africa's problems are well 
documented: President 

Mugabe's land policies in 
. Zimbabwe that have created 
economic havoc, corruption 
in Kenya, and the effects of 
El Nina And along with the 
bad publicity, the email bmp 
and' low liquidity of the mar- 
kets have kept the larger 
investors away. 

“They are way behind, 
even in the emerging mar- 
kets world,” says' Matthew 
Merritt, strategist at ING 
Barings. 

But the recent visits have 
raised the profile of sub- 
Saharan Africa, points out 
Christopher Hartland-PeeL, 
analyst at S tandar d Bank in 
London. Chosen carefully, 
good African businesses are 
available at steep discounts, 
say Blakeney Management, 
asset managers specialising 
in Africa and . the Middle 
East. 

While not for large tends 
or the faint-hearted, inves- 
tors interested in tee region 
will be encouraged by the 
performance of markets in 
the sub-Saharan region. 

Botswana, which rose 93 
per' cent last year, was 
among the tap performing 
markets in the world, as was 
Zambia, which gained 88 per 
cent 

This year’s winner to date 
is f-han« L which, excluding 
heavyweight Ashanti Gold- 
fields. has racked up gains of 
U5 per cent. In the three 
years to 1997, the Accra 
stock . market moved side- 
ways, partly because of a 
dire lack of liquidity. 

However, a foreign buyer 
seems to have kick-started 
the rally, raising bids to lev- 
els where sellers would come 
ouL This happened as eco- 
nomic fundamentals were 
improving. 

Inflat ion, white, was more 
than 70 per cent two years 


tednSahann Africa 
ifajakcaptesaSanfSxg 



ago, has declined to about 18 
per cent, with the govern- 
ment setting an inflation tar- 
get below 10 per cent for the 
current year. 

The approval of the SI 10m 
loan from the International 
Monetary Fund has also 
made Ghana an attractive, if 
-illiquid, proposition for over- 
seas investors. 

Botswana has manag ed to 
sustain its rally, posting a 35 
per cent rise since the start 
of the year. John ciemmow 
at Investec Securities 
remains bullish on tee mar- 
ket. Commercial banks are 
bn attractive ratings and 
Sechaba Brewery recently 
reported strong results. 

Kenya, is expected to be 
supported by higher tea and 
coffee prices, and may be 
one of the more interesting 
plays, says Miles Moorland 
at Blakeney. “It's one of the 
most attractive, valuation 
wise, and everybody knows 
about all the bad news," he 
says. 

Zimbabwe, which gained 
39 per cent in the first quar- 
ter thanks to a stronger cur- 
rency before falling back, 
may only be for the very 
bravest investors. 

The failure of United Mer- 
chant Bank has triggered 
concern over the financial 
system and confidence has 
plunged. “Things are looking 
pretty ugly there,” says Mr 
Ciemmow. 

Emiko Terazono 
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NOTICE OF SPECIAL MEETING FOR 
THE HOLDERS OF SAVINGS SHARES 

The holders of savings shares are invited to a Meeting in tile Convention Hall located at 34 Via Bertola, Turin, at 
10:00 AM on May 29, 1998 on the first call, or at the same time and place on June 1, 1998 on the second call and 
on June 2, 1998 on the third call. If required, to deliberate and vote on the following 

AGENDA 

1. Name of the joint representative of the holders of savings shares: determination of the term of office and fee. 

Only holders of savings shares who have deposited their share certificates at least five days prior to the scheduled 
date of the Meeting at the corporate offices at 4 Via A Meucd, Turin (in lieu of the Company's Registered Office 
at 15 Via San Dalmazzo, Turin, which is temporarily dosed for renovation) or at the Rome corporate offices at 
189 Via Ramlnia and 21/B Via Isonzo, or at any of the folowing authorized banks may attend the Meeting. 

in Italy: 

Banca Commerdale Itaflana Sj>A; Credtto Haliano S.pA; Banca di Roma S.pA; Banco di Napoli S.p A; Banco 
di Sldlla S-pA; Banca Nazionale del Lavoro S.pA; Istituto Bancario San Paolo di Torino S.pA; Banca Monte dei 
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Veneto S-pA; Banca Toscana S.pA; Roto Banca 1473 S.pA; Deutsche Bank S.pA; Credito Bergamasco 
S.pA; Banco di Cbiavari e della Riviere Ugure S.pA; CAB - Credito Agrario Bresdano S.pA; Banca Sella 
S.pA; Banca C. Steinhausfin & C. SpA; Banca Hdeuram S-p A; Citibank NA; Banca Regionaie Europea 
S.pA; Banque PARIBAS; Istituto Centrale di Banche e Banchieri S.pA and affiliated banks; Banca Popolare di 
Novara; Banca Popolare di Milano; Banca Popolare efi Bergamo - Credito Varesino; Banca Popolare Commerdo e 
Industria; Banca Popolare di Sondrio; Banca Anton iana - Popolare Veneta; Caripto - Cassa di Rfspa/mio delle 
Provinde Lombards S.pA; Cassa di Risparmlo di Parma e Piacenza S.pA; Banca CRT S.pA; Banca Carige 
S.pA; CARISBO - Cassa c8 Risparmio in Bologna S.pA; Cassa di Risparmio di Trieste - Banca S.pA: ICCRI - 
Istituto cfi Credito delle Casse dl Risparmio Italians S.pA, and affiEated Casse di Risparmio and Monti dl Credito 
su Pegno; ICCREA S.pA - Istituto Centrale delle Banche di Credito Cooperative; MONTE TTTOU S.p A for the 
securities that it manages. 
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London: Banca Commerdale Italiana SpA - 90 Queen Street - London EC4R 1AB 

Credito haliano S.pA -.17 Moorgate - London EC2R BAR 
Banca c£ Roma S.pA - 87 Gresham Street - London EC2V 7NQ 

Banca Commerdale Italiana S.pA - One Waiiam Street - New York, NY 10004 
CretSto Haliano S.pA - 375 Park Avenue - New York, NY 10152 
Banca dl Roma S pA - 34 East 51st Street - New York, NY 10022 
Morgan Guaranty Trust Company of New York T 60 Wan Street- New York, NY 10260 

Banca Nazionale del Lavoro S.pA - 26 Avenue des Champs Bysees - 75008 Paris 

istituto Bancario San Paolo di Torino S.pA - 55 Eschersheimer Landstrasse - 
D60322 Frankfurt am Mato 

Lavoro Bank AG -21 TaJacker - 8001 Zurich 
Banca Nazionale del Lavoro SA - 40 Florida - 1005 Buenos Aires 

The Joint Representative 
(Carlo Paste ris) 

The Notice of the Meeting of Holders of Savings Shares was published today in the Official Gazette of the Italian 
Republic, issue No. 108. 
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Frankfurt ant Main: 
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For any questions or to request copies of documents, in Italy please caH 167-020220 toll-free. 
Outside Italy, please caB +39-6-36001273/36001274/36001275. 

This notice Is also avaflable at the following Internet address: htfo^www.tefoco{Tiitalia.it 
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Progress has been made 
on die economy, but 
unless reforms can 
bring about good governance and 
efficiency, badly-needed growth will 
not materialise, says David Gardner 
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Like Cairo’s cboked roads, 
Egypt's transition towards a mar- 
ket economy is becoming more 
difficult to navigate. The rash of 
top-of-the-range Mercedes, BMWs 
and Jaguars which have 
appeared in the capital in the 
past few years - with their 
alarming tendency to accelerate 
past the wrecks which until now 
have passed for cars - makes the 
familiar process of threading 
through the traffic altogether 
more hazardous. 

So it is with reform. Both in 
government and in business, a 
handful of “new models" - gifted 
technocrats, say. or managers 
with International experience - 
are trying to move, but at a speed 
which brings them continually 
into collision with the sluggish, 
antiquated and bloated bureau- 
cracy, or with under-skilled 
workforces and management 
structures which are geared more 
to passivity than performance. 

"At least once a month," says 
one Egyptian businessman who 
is trying to plan a significant 
expansion of his companies, “I 
have to drop everything and sort 
out some mess-up at a bank, a 
ministry, or some section of the 
bureaucracy, where people rise 
because they’ve never made a 


decision, and therefore have 
never made a mistake." 

But Egypt has unquestionably 
come a long way, doggedly build- 
ing Itself a platform from which 
to launch stable, self-sustaining, 
and export-led growth. Whether 
it can actually achieve this 
depends on how It follows 
through on its grand design, how 
good it is at "governance in the 

small ; more thaw gnvp manrt> in 
the large," as Khalid tkram, 
director of the World Bank's 
Egypt department, puts it 

This in turn depends to a great 
extent on whether Egypt's 
ancient tradition of a highly cen- 
tralised and authoritarian state 
can now ease itself into a looser 
but more stable framework of 
institutions that are transparent, 
accountable, and staffed by quali- 
fied people capable of taking and 
implementing decisions. 

For Egypt has reached that 
stage in its reform in which a 
great deal of ingenious effort by a 
few disappears Into the black 
hole of the 4m-strong bureau- 
cracy, in which oases of excel- 
lence risk being overwhelmed by 
a desert of indifference and mis- 
trust 

At the macro level, Egypt’s per- 
formance has been impres si v e . It 


spent a decade in the 1980s budd- 
ing up its in fr as t r u cture and the 
first half of the ’90s successfully 
stabilising its macroeconomy, the 
fundamentals of which, under 
International Monetary Fund 
guidance, have hpid solid. 

Inflatio n is now 3.7 per cent, 
half 1996 levels. The budget defi- 
cit is under 1 per cent, down from 
more than 20 per cent seven 
years ago. Foreign exchange 
reserves stand at more than 
g20bn. 

This is more than annngb to 
service a foreign debt halved to 
ygft Sb n from the be ginning of the 
decade (only fi.6bn of which is 
short-term), and to run small cur- 
rent account deficits while main- 
taining the stability of the Egyp- 
tian pound. 

From 1996, when President 
Hosni Mubarak appointed Ramal 
el-Ganzouri as prime minister 
with instructions to start privat- 
ising 314 state enterprises' and 
create a new regulatory and leg- 
islative environment friendly to 
foreign and domestic investors. 
Egypt has moved forward from 
almost paralysing hesitation 
about structural reform. 

The government has sold, in 
whole or in part, 84 companies, 
against only four in 1991-95, and. 


Mr Ganzoori says, “we have 
changed or amended nearly 90 
laws." The prime minister, a life- 
long central planner chosen by 
the president to push through 
reform because of his deep know- 
ledge of bow the Egyptian system 
works, says: “We have started to 
talk a new language: what it is. Is 
that if you make a profit, you 
will Invest and expand your busi- 
ness, and you will employ more 
of our people - we have to create 
500.000 new jobs every year.” 

Hit last autumn by the twin 
Khnrira of the financial . crisis in 
East Asia and the massacre by 
Islamist radicals of 58 tourists in 
a Luxor -temple, the government 
held its nerve. It decoded to accel- 
erate s tr u c tur al reform and 
strengthen the macroeconomy, 
commiting itself to either liqui- 
date or sell majority stakes in 10 
state enterprises per quarter, to 
lift the state monopoly cm the 
parts, open telecoms to the pri- 
vate sector, and start the legal 
changes needed to privatise the 
hanks and the insurance compa- 
nies, lifting all restraints on for- 
eign ownership. . 

The hope is that this renewed 
wrnimitatiimt to reform will have 
the same effect on investors as . 
the watershed decision two years 


ago to privatise Nasr (Sty Hous- 
ing - the first majority sale of a 
state-owned company. This led tor- 
vigorous stock market growth 
and an inflow of about $l_3bn in 
each of the past two years of for- ' 
eign portfolio investment. It hsa 
also led to Egypt being. classified 
as investment grade by intena- 
tional ratings agencies - : 
although the level of foreign 
direct inves tment js StDl disap- 
pointing. 

Egypt embarked on structural 
refo r m in the first place because 
the government finally realised 
that it would hot get the figure of 
about 8 per cent annual growth 
in gross domestic product it must 
have to meet the needs of its fast- : 
growing population without 
adding 10 percentage points of 
GDP to savings and investment 
ratios. These are about half the 
levels in successful developing 
eco nomies. Overall investment is 
creeping up slowly, to reach 
about 19 per cent of GDP. but 
this is still far short of the 25 to 
28 per cent of GDP the govern- 
ment Is aiming for. 

Critics, however, in and outside 
the government, fear the govern- 
ment measures its policies by 
quantity rather than quality, and 
that too many of its decisions 


remain on papeir only. Many of 
the privatisations so far, for. 
examp le, have involved the. sale 
of minority-shares, leaving the 
companies concerned, massively 
overmanned and undo* the con- 
trol of fire old; inefficient man-* 
agemenL Mr Ganzouri agrees, 
but counters that gradualism is 
safer, and that the intention is to 
get rid of a lot of these managers 
this -year and next. “We have a 
road-map."; he says. "Believe 
ma“ 

Imprinted cmlhe regime’s polit- 
ical psyche is the memory of 
bread riots provoked ty IMF-in- 
spired austerity measures two 
decades ago, a rare social explo- 
sion the government wffl not risk 
repeating through mass redun- 
dancies. But the problem of over- 
manning in the public sector and 
privatised companies- - finan- 
cially tolerable at Egypt’s low 
wage levels in lieu of a proper 
social security system and until' 
private investment starts creat- 
ing real jobs - is less about cost 
and more about efficiency. 

Ibrahim Fawzi, n ha innan of foe 
General Authority for -Investment 
(GAF1) to which would-be 'inves- 
tors bead for rapid »nd untram- 
melled authorisation, says, for 
-example, that “if I were to start 


Sarah Murray 


up this office I would need about 

. 50 or. 60 people to run it effi- 
ciently. But I have 1,400." 

Similar ly government techno- 
crats carefully crafted an amend- 
ment to the companies law. mak- 
ing registration of a new 
enterprise automatic unless the 
companies authority objected 
within 10 days on specified 
grounds, in effect reversing the 
burden of proving that the Inves- 
tor is bona fide. But the changes 
were not implemented , not only 
because of bureaucratic resis- 
tance, says one official, but 
because of the regime’s obsession 
with security. "With anything 
you try to reform there is a hid- 
den security element in it," be 
says, “The 'security obsession is 
not really about catching any- 
body but about maintaining the 
power of the security people.” 

. Indeed, the Egyptian system 
arguably is founded on the single 
institution of the army, which, 
along with its intelligence arm, 
guarantees the security and sta- 
bility of the state - but makes for 
a poor instrument of reform. This 
lack of institutions at the same 
time places enormous burdens on 
small groups of qualified people 
across the system. ... 

. Continued on page 18 ■ 
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ECONOMY • by Scott Morrison 


Fit enough to avoid nasty case of ‘Asian flu’ 


Fundamentals are 
good but 
weakness of 
currency remains 
a worry 

The Canadian economy has 
undergone a dramatic trans- 
formation since the early 
1990s. Hobbled by painful 
corporate restructuring and 
tight monetary conditions 
intended to tame inflation, 
the economy lurched oat of 
the 1980-92 recession primar- 
ily on the strength of exports 
to the US. The outlook has 
improved significantly in the 
past two years, with a resur- 
gence of domestic demand, 
strong business investment 
and low interest rates. Cana- 
da's economy expanded 3.8 
per cent in 1997 and is poised 
to enter a period of sustain- 
able noo-inflationary growth 
and falling unemployment 
amid a background of 


improving fiscal fundamen- 
tals. 

While economists have 
slightly reduced estimates in 
the wake of the Asian crisis, 
the IMF still expects Canada 
to lead G7 nations with 3J2 
per cent growth this year 
and 18 per cent in 1999. 

The current strength of 
the economy has softened 
the impact of Asia's eco- 
nomic crisis, which has led 
to lower prices for natural 
resource exports. Business 
investment over the past 
four years has surged, par- 
ticularly for machinery and 
equipment, and among 
energy groups developing 
additional heavy oil produc- 
tion capacity in Alberta. 

Foreign trade continues to 
account for roughly 40 per 
cent of GDP and the outlook 
remains positive given the 
strong performance of the 
US economy. Canada's pri- 
mary export market. Statis- 
tics Canada reported that 


exports rose more than 7 per 
cent to C$3Q2bn last year, 
although growing Imports 
led to a deterioration of Can- 
ada's merchandise trade bal- 
ance to C$23bn. A key con- 
cern remains the country's 
current account which after 
showing a small surplus in 
1996 registered a C$l7bn defi- 
cit last year. 

Unemployment, too. 
remains a vexing problem 
tax the Liberal government 
despite the creation of about 
370,000 net new jobs last 
year. The jobless rate has 
fallen from 10 per cent in 
November 1996 to 8.5 per 
cent in March this year and 
economists forecast that it 
should fall to 7 J per cent 
next year. Stubbornly high 
unemployment has, how- 
ever, contributed to rela- 
tively low labour costs, one 
of several reasons Canada 
has again become a pre- 
ferred location in which to 
conduct business. 


A recent study by RPMG 
concluded that low labour 
costs offset relatively high 
corp o r a te taxes to make Can- 
ada one of the cheapest loca- 
tions among industrialised 
nations in which to establish 
and operate a manufacturing 
concern. Having slipped to 
16th in the World .Economic 
Forum's competitiveness 

rankings, flaniiHa hag ginfft 
rebounded to fourth in its 
1997 report. Foreign direct 
investment grew to C$l88bn 
in 1997. 

Much of the confidence 
shown in the economy is a 
result of several years of 
aggressive deficit cutting 
measures by the public sec- 
tor. Ottawa this year 
announced its first balanced 
budget in almost 30 years, 
while Saskatchewan, 
Ontario. Quebec and several 
other provinces have either 
brought deficit . spending 
under control or are well on 
the way to doing so. 


The Bank of "Canada has 
helped restore confidence by 
keeping inflation at the low 
mid of its 1-3 per cent target 
band. Gordon Thieesen, 'the 
central bank’s ’governor, last 
month «nd t hat while infla- 
tion will nudge towards 2 
per cent this year, the com- 
bination of the . improved 
public sector fiscal situation, 
low inflation and the private 
sector’s efforts to increase 
productivity has dramatic- 
ally improved the country's 
economic outlook. “I believe 
that those fundamentals are 
better in now 

they've been at any time 
since the 1960s." he said. 

Virtually all regions of 
Canada will share in the 
country's good economic for- 
tunes. Growth in Ontario 
will be fuelled by the. prov- 
ince's manufacturing sector 
and its construction boom. 
Large capital investments In 
heavy oil and petrochemi- 
cals, - as well as pipeline 


expansion, . residential con- 
struction and retail spending 
wffl contribute significantly 
to Alberta's strong economy. 

Quebec's economy contin- 
ues to be fuelled by its high- 
tech industries, such as aero- 
space, pharmaceuticals, -bio- 
technology " and electrical 
and electronic' goods, much 
of which is destined far tbe 
strong. US market. 

Manitoba and Saskatch- 
ewan wOT see Increased cote 

c mwnr spending anri contin- 
ued investment in pipeline 
expansions, food processing 
and buoyant T^ m nfaf in rtng 
industries. Energy develop- 
ments, industrial growth 
and tourism .will contribute 
to growth in the four Atlan- 
tic provinces. 

Difficulties in British 
Columbia’s key forestry sec- 
tor were exacerbated by eco- 
nomic troubles across the 
Pacific; bat the effects of the 
Asian crisis will be partially 
offset by gains in the prov- 


ince's expanding Him indus- 
try - and ife small bnt grow- 
ing high-tech_sector. 

Despite the” outlook, there 
are c oncerns 'Canada is "vujk 
nerable to external shocks, 
such; as a deepening or wid- 
ening crisis in Asia, even 
weaker commodittes prices, 
as . weft ah a stock market 
correction or an interest rate 
increase in. the US. 

At the same time, the 
weakness of the Canadian 
dollar is a problem. The 
Bank of Canada raised its 
key bank rate to 5 per cent 
early this year after the cur- 
rency set a record low of 
US6&2 emits. ' . ' 

The dollar has recovered 
somewhat but a number of 
factors continue to put pres- 
sure an the currency, includ- 
ing the unwarranted percep- 
tion that Canada remains 
primarily a resource export- 
ing economy. Short-term 
interest rates that remain 
below those in tbe US and 


'-'the political uncertainty in 
Quebec are also factors. 

/ While a weaker dollar 
makes exports more compet- 
itive^ economists are con- 
cerned that the Bank of Can- 
adaL- Bright raise Its rate in a 
bid to buoy the currency or 
in response to a move by the 
US Federal Reserve Bank. 

That would hit hard at 
consumers who are highly 
indebted, and some fear that 
‘ hlphur X ^ r ygdign rates WOliM 
-squeeze domestic demand 
and business investment just 
as the economy is bitting 
futi stride. 

But Paul Martin, the 

firmnnp minis ter, Pays that 

Canada’s economy has 
- proven quite resilient to the 
Asian crisis, with mediunv 
and long-term rates dropping 
Since the Asian crisis 
unfolded. "It Is the strongest 
confirmation of the dramatic 
financial turn round of the 
Canadian economy," he 


QUEBEC • by Edward Alden 

Charest: 
federalists' 
big hope 


Closeness of last 
sovereignty vote 
sparked a new 
sense of maturity 
and realism 

In November of 1995. Canada 
came within 50.000 votes of 
beginning negotiations on its 
own dissolution. The near- 
miss in the referendum on 
Quebec's sovereignty 
shocked the federal govern- 
ment. tbe rest of the coun- 
try, and even supporters of a 
separate Quebec. 

By a margin of just 0.06 
per cent, Quebeckers bad 
voted to remain in Canada, a 
result so close it shook the 
country out of complacency. 

That may not be a bad 
thing. Since- the- near miss 
two and a half years ago, 
both sides in the 30-year-old 
conflict appear to have 
acquired a new maturity and 
realism. Ottawa has pursued 
a two-pronged strategy of 
trying to reassure Quebec 
that tbe French language 
and culture will not be 
threatened in a united Can- 
ada, while simultaneously 
ensuring the federal govern- 
ment will not be caught 
flat-footed if there is a suc- 
cessful referendum in the 
future. 

In Quebec City, tbe sepa- 
ratist Parti Quebecois gov- 
ernment is on the verge of 
tabling its first balanced 
budget, and is presiding over 
an economy tbat looks 
healthier than it has in 
decades. 

Ottawa has asked tbe 
Supreme Court to clarify the 
legality of separation under 
Canada's constitution, how 
large a majority would be 
required for a successful 
referendum, and which 
issues must be negotiated in 
the event of a vote to secede. 

While the move has 
angered many Quebeckers, it 
is extremely popular in tbe 
rest of the country, pleasing 
hardliners who talk about 
partitioning Quebec between 
French and EngUsh-speakers 
in the event of a ‘yes’ vote. 
The courts decision is expec- 
ted later this year. 

But Ottawa hopes those 
questions will be merely aca- 
demic, and its fortunes now 
rests with Jean Charest Mr 
Charest who is widely cred- 
ited with saving the federal- 
ist cause with a series of 
impassioned speeches in tbe 


dying days of the 1995 sover- 
eignty fight has left the 
leadership of the moribund 
federal Conservative party to 
take over Quebec's provin- 
cial Liberal party. His 
predecessor, Daniel Johnson, 
was eased out in part 
because Quebec business 
leaders became con vi nced he 
could not defeat the sover- 
eigntist leader of tbe Parti 
Qugbecois, Premier Laden 
Bouchard, in the next elec- 
tion- 

Mr Charest, in contrast is 
leading Mr Bouchard in pub- 
lic opinion polls. 

The election promises to 
be one of the most dramatic 
in the province this century, 
pitting two former federal 
Tory cabinet ministers in a 
battle for the soul of Que- 
beckers. 

Mr Bouchard already 
appears a bit off-balance; he 
cancelled plans for an elec- 
tion call this year and is 
hinting he may not hold 
another referendum even if 
the PQ wins the next elec- 
tion. 

He is a skilled leader, and 
has tagged bis opponent as 
the New Coke candidate - 
all marketing and no sub- 
stance. 

Mr Bouchard came to 
power, following the last ref- 
erendum. determined to 
bring the government’s bal- 
looning budget deficit under 
control. 

In November 1996 he con- 
vened a summit of top busi- 
ness and labour leaders, who 
agreed to support a plan for 
eliminating Quebec's 
C$5.8bn budget deficit by 
2000. He has been able to cut 
government spending with- 
out alienating trade union 
supporters, in part by offer- 
ing generous early retire- 
ment packages for civil ser- 
vants. 

Business confidence in 
Quebec is gradually being 
restored. For the first time 
in decades. Statistics Canada 
is forecasting that nan-resi- 
dential investment growth in 
Quebec will outstrip the 
Canadian average - 8.9 per 
cent compared with 6-7 per 
cent. Alcan Aluminium 
recently announced its 
intention to spend C$2.2bn 
building a new smelter in 
the Saguenay region. 

While the threat of 
another referendum remains 
discouraging, tile deficit 
reduction programme has 
been looked on favourably 



ENVIRONMENTAL PRODUCTS* by Scott Morrison 

Water expertise 
is crystal clear 


So near a breakaway:. ‘Yes' supporter bon fto* sign and Canar ian flag in October, 199& . Baiters 


by business, says Yvan 
Allaire, executive vice-presi- 
dent of strategy and corpo- 
rate affairs for Bombardier, 
the Montreal-based aero- 
space and transportation 
group. 

A January survey by tbe 
Conseil do Patronat which 
represents Quebec’s largest 
employers, found that 71 per 
cent thought economic con- 
ditions were good or very 
good, up from just 38 per 
cent a year previous. 

The Canadian Bond Rating 
Service last month revised 
its outlook for Quebec bonds 
from negative to stable. “It is 
not an upgrade yet, but It is 
a reflection of the fact things 
have stabilised." says senior 
vice-president Ihor Kots. 

Montreal, which lost its 
status as the country's finan- 
cial capital when political 
uncertainty drove many 
English-speaking businesses 
to Toronto, is staging a 
comeback. With encourage- 
ment from Quebec’s gener- 
ous tax credits for research 
and development, sectors 
such as transportation, aero- 
space. pharmaceuticals, bio- 


technology and software 
engineering are flourishing. 

Quebec, however, will still 
trail the rest of Canada with 
5L9 per cent growth this year 
and 10.6 per cent unemploy- 
ment, according to the latest 
forecast from the Royal 
Bank of Canada. 

Mr Bouchard’s motives. It 
is recognised, are not incon- 
sistent with the Parti Qitebfe- 
cois' eventual goal of sover- 
eignty. "Deficit zero was a 
way of saying If we go and 
become sovereign we will- 
not be strangled by the 
financial markets" says 
Francois Vaillancourt. an 
economist at the Universite 
de Montreal. In Quebec there 
is no strong fetish for a zero 
deficit 

In the budget speech last 
month, finance minister 
Bernard Landry said the 
elimination of the deficit is 
an inescapable milestone in 
the realisation of Quebec’s 
other economic and social 
priorities. 

A revitalised economy 
might convince Quebeckers 
they should stick with Can- 
ada. Or it might persuade 


them they are strong enough 
to go it alone. But if tt did 
nothing else, the 1995 refer- 
endum should finally have 
convinced Canadians outside 
Quebec that the sovereignty 
issue will not go away.- - 

About 40 per cent of Que- 
bec's population, and 80 per 
cent of its francophone popu- 
lation, strongly supports a 
separate Quebec. And while 
a majority of Quebeckers say 
they do not want another 
referendum at this time, 
they also say they want con- 
stitutional changes to 
address Quebec’s concerns 
within confederation, some- 
thing Ottawa probably can- 
not deliver. 

Under the right circum- 
stances, Mr Bouchard migbt 
win support from enough of 
the SO-Calfed Soft wflHnnaligfrn 
to win a referendum and 
declare a sovereign Quebec. 
Equally, Mr Charest may be 
able to convince them that 
Quebec remains better off in 
a united Canada. 

Either way, the enduring 
question of Quebec’s place in 
confederation is unlikely to 
go away. 


The sector’s 
strength lies in 
purifying and 
recycling 
treatments . 

Ballard Power Systems has 
recently emerged as one of 
Canada's most promising 
pioneers of environmentally 
sound technology. It has for 
the past dec a de worked to 
develop a commercially via- 
ble proton exchange mem- 
brane fuel cell, an electricity 
generating device that uses 
hydrogen to power vehicles 
while emitting simple water 
vapour as exhaust '• 

Tbe company has reduced 
the size and cost of its fuel 
cell dramatically in that 
tune, leading Firoz Rasul, 
Ballard's chief executive, to 
predict his company's prod- 
uct will power mass pro- 
duced vehicles within a 
decade. 

Encouraged by Ballard’s 
efforts. Ford and Daimler- 
Benz have in the past year 
invested about^C^tfm In the 
company. - ' 

Ballard is one of more 
than 4,000 companies that 
comprise Canada’s environ- 
mental industry, which gen- 
erates annual revenues of 
between C$l7bn and Cg27bn, 
depending on whether prod- 
ucts such as green building 
materials are included. 

A knowledgebased indus- 
try that primarily comprises 
small and medium enter- 
prises (SMEs) with high, 
export growth potential, 
Canada's environmental sec- 
tor embodies the characteris- 
tics which the government 
has identified as being 
important to the country's 
economic future. Industry 
Canada, the federal ministry, 
expects the sector to grow by 
about 4 per cent annually in 
the short term. . . . 

Tbe sector features tech- 
nologies that are primarily 
regulatory driven because 
they deal with contamina- 
tion reduction, hot a grow- 
ing number of innovations 
and processes are reducing 
pollution and increasing 
industrial efficiency. 

The bulk of Canada’s envi- 
ronmental. . technology 
groups work to improve 
drinking water standards or 
recycle waste water. Trojan 
Technologies has captured 
at least 70 per cent of the 
international market with 
its ultraviolet water purifica- 
tion products- Zen cm Tech- 
nologies has become a world 
leader with - its membrane 
products to purify and recy- 


cle water. 

Other water treatment 
processes being developed in 
Canada include wet air oxi- 
dation, which breaks down 
co mplex organic compounds, 
and biological nutrient 
removal, which strips phos- 
phorous and nitrogen from 
contaminated sources. 

Research and development 
groups are also active in 
solid waste treatment, while 
a smaller percentage of com- 
panies are dedicated to 
reducing air pollution. 

Service and consulting 
groups make up between 
50-65 per cent of Canada's 
environmental industry. 

Some 50 per cent of the 
nation's environmental tech- 
nology industry is based in 
Ontario, which In recent 
years has been one of the 
mare contaminated areas In 
North America. The prov- 
ince's dose trading links to 
the US, an impo rt a nt market 
for Canadian environmental 
technology, has led industry 
analysts to. forecast the pro- 
vincial sector will grow at a 
rate three times faster than 
Ontario’s overall economy. 
r-'_(xrowtli across Canada's 
environmental industry is 
forecast to grow strongly as 
a result of a number of 
developments. Recant inter- 
national agreements and 
more stringent national 
standards have prompted 
the pri vate sector to begin 
investing in programmes -to 
upgrade water treatment 
capabilities 7 and prevent air 
contamination, offsetting a 
decline In public sector ini- 
tiatives. 

-A significant opportunity 
stems from last year’s Kyoto 
Climate Ch«ng» Convention. 
Canada pledged that 
between 2008 and 2012, it 
would have, reduced . green- 
house gas emissions by 6 per 
cent from 1990 levels, an 
ambitious target given that 
emissions have increased 
since tbe beginning of the 
decade. ' 

The ability of environmen- 
tal firms to grow will depend 
largely on their ability to tap 
a larger share' of the 
US$450bn international mar- 
ket, of which Canadian com- 
panies have captured an esti- 
mated 3 per cent. In line 
with Canada’s overall trad-' 
ing pattern, some 80 per cent 
of environmental exports are 
destined for the US. Develop- 
ing nations moving to adopt 
green technologies, however, . 
represent 80 per cent of the 
international market, which 
is seen as hkely to expand to 
US$600bn by 2000. 

Cana d ian firms seeking to 


enter markets in Latin 
America and Asia will be 
challenged by larger rivals 
in the US. Europe and 
Japan: And financing 
remains a significant hurdle 
for the thousands of SMEs 
that comprise the Canadian 
industry. Trade development 
agencies such as the Export 
Development Corporation 
and the Canadian Commer- 
cial Corporation provide 
financial and contractual 
support, but the department 
of foreign affairs and inter 
national trade recognises 
tbat the smaller firms still 
have difficult)’ developing 
the delivery and financing 
packages that would allow 
them to be more competitive 
with larger foreign rivals 
when bidding on large BOT 
(building-operate-transfer ) 
projects abroad. 

The department's environ- 
mental industries strategy 
includes several initiatives 
designed to help small- and 
. medium-steed environmental 
companies learn of interna- 
tional opportunities. The 
government has begun 
.developing market intelli- 
gence reports for the indus- 
try and has trained consular 
staff to identify trade oppor- 
tunities. It also says It will 
support tiie establishment of 
afflanoes among SMEs with 
complementary strengths, or 
between the public and pri- 
vate sector in order to 
-enable . the companies to 
becom'e more competitive 
when pursuing international 
opportunities. 

- But Ronald Portelli, the 
president of the Canadian 
Environment Industry Asso- 
ciation. says federal officials 
have sent mixed signals 
about their commitment to 
promoting the sector. While 
the government in 1994 
pledgedi C$15m for pro- 
grammes to develop infra- 
structure for the industry, 
Ottawa's failure this year to 
renew spending raised con- 
cerns among those involved 
in the sector- 

industry leaders say they 
would like to see more envi- 
ronmental technologies com- 
panies benefit from the 
Technology Partnership Can- 
ada programme, a federal 
initiative which provides 
grants to high-tech firms 
that are repayable out of 
sales royalties, if any. But 
while additional government 
funding and environmental 
regulations would undoubt- 
edly provide impetus to envi- 
ronmental companies, their 
prospects ultimately depend 
on thei r own abilities to gen- 
erate innovations. 
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Since his appoinnnent in January, 1996, Kamal el-Ganzouri, 
£ gyP l s P™ 16 Hester, has overseen the country's most 
sweeping economic reforms since rapid nationalisation 
curtailed most private sector activity in 1961. Combining 
his post with that of planning minister, Mr el-Ganzouri 
has married his experience of the traditional political 
system with the pressing need to accept new ideas. 

Mark Huband and David Gardner talk to him about 
his plans for a new climate for the private sector 


in 


v-v-r-; 



out of the 



Doas the privatisation programme 
now being undertaken amount to 
real privatisation in view of the 
large number of companies in 
which shares have been issued but 
which remain largely in the hands 
of the state? 

Since 1996 we have offered 84 
companies. I have to admit that if 1 
was free with regard to employment I 
could do it within one year. Or six 
months. But our plan is to accelerate. 
This is why we decided to do 
something in parallel, which would 
help to open the door to other 
investment. 

We have concessions now for 
[private sector] roads, airports, 
electricity, telecommunications and a 
seaport f have to allow the private 
sector to absorb at least 75-80 per cent 
of that 

What then is the purpose of 
privatising at all if you are not 
going to sell the companies off In 
Ifiefr entirety? Is It just to nose 
money for yourselves so you can 
pay the rediatdancy? 

No. The function is to help to create a 
new dimate for the private sector. I 
will keep myself and the government 
involved in specific areas like 
education, health and all social 
requirements. 

But, when you are talking about 
production, we will keep it for the 
private sector. 

But by having a lot of relatively 
small share issues ht the public 
sector companies — 20 or 30 per 
cent 1 — are you generating any real 
change when after the share 


issues you stOI have the same 
people, the same managnmniit 
and the same inefficiency? 

I agree with you. But the 
situation here is a little different 
from what you are comparing 
it to. Let us accept the idea of 
gradualism. It's more safe. It 
should be very fast But 
gradualism means that I win 
sell a minority. 

Meanwhile, there are the 
same managers who are not 
efficient We know it and we 
see it And over this year or 
next year we will get rid of a lot 
of them. 

But you want to retain some 
d egree of control? 

In specific areas, like 
pharmaceuticals. And this is what 
1 have in my mind now. But in all the 
other areas there is no limitation. We 
also have to consider the oapartty of 
the capital market. 1 have to be 
concerned about the size of the issues 
being placed because we stfll have a 
very em e r gin g - market 

You don’t fool that this ought go 
so slowly that professional 
investors who have become 
interested in Egypt might just say 
that it Is too slow, that we are not 
getting to the heart of tbe matter, 
which Is the banks and the 



Believe me. if we review what we 
have already announced — for 
example to build a build-aperate* 
transfer power station, no fewer than 
20 companies made bids — I do 
believe that the foreigners are giving 


support. Private sector investment 
now accounts far 65 per cent of the 
total. Two years from now tbe private 
sector share of investment and GDP 
wifi be not less than 80 per cent. 

Many people wBI regard the 
privatisation of the tour banka as a 
real turning point. Whan wffl that 
turning point be? 

We plan for one public bank and one 
insurance company. The sale will take 
same time, bat we can move once we 
have approval by the parliament [In 
June]. 

I am not saying it will be a sale, but 
we will ask the private sector to share 
in thte bank and this insurance 
company. 

So, wlB you be salting a majority In 
the bank, and will you bo looking 


for an -anchor investor to 
come in? And will you be 
looking possibly lor a foreign 
anchor in ve s t or ? 

We will offer according to tbe 
situation. But definitely, when we 
turn over the majority, we will ask for 
anchor investors. 

But are you going to offer more 
than 50 per cent or lead? 

It could be, and I think it will be, 
more than 50 per cent. 

But if you ask me whether it will be 
foreigners or Egyptians, I think we 
will leave it until the situation arises 
to decide because the bank system 
should be a little bit under our 
controL 

You can see what happened in 
southeast Asia for this very reason of 
the private system. 


Will you be actively 
looking for a foreign anchor 
investor for the bank that you 
deckle to privatise? 

You have many offshore banks here. 
They have spent almost 25 years here. 
And they still work in very limited 
activities. Even so. we have to have a 
strong bank with the mentality of 
foreigners, not the mentality of 
Egyptian banks. 

With new technology, and new 
systems we can have some 
competition between this one 
[privatised bank] and the other three. 

Your strategy is to create 
parallels. Parallel opportunities for 
the private sector. Parallel 
institutions as a way of keeping in 
place what you already have, and 
then slowly allowing what you 
already have to die a natural 
death. 


EGYPT 3 


Isn’t maintaining this going to 
become too expensive? 

1 have got rid of one quarter of the 
public enterprise*. 1 need to get rid of 
the other three-quarters within two 
years. When we reach the point where 
the private sector is. so much bigger 
than the public sector, people will 
simply ask why we are keeping hold 
of what we have in the public sector. 
This is the real strategy. 

But it's oot two systems. It's one 
system. It's not China. 

Institutional reform is not being 
addressed as urgently as just 
about everybody would (See to see. 
Are you going to address this? 

We have started to. We have slopped 
employing new people in the 
government- Minimal efficiency will 
lake between Tour and five years to 
achieve if 1 can succeed in what 1 am 
doing now. to get out of the old 
valley. 

We are still living now in :t per cent 
of the country, and we have started 
work in 25 per cent. I am not saying 
that we will reach 25 per cent over 
five years, but we have to stork 
It will take 20 or ,*ifl years. But 1 
think that this minimum efficiency 
can be achieved within four and five 
years. 

You obviously see it as crucial to 
get out of the old valley. What do 
you say to your critics who say 
that this priority is a dis tr action 
from the crucial questions of 
reform? 

If you go back 20 years, when there 
were four million people living in 
Cairo, it was wonderful. V*\> have 
spent E££*bn on the sewage system 
and an the metro, but still the system 
is inadequate. 

If we keep ourselves in this old 
valley for another 15 years everything 
in this country would collapse. 

For several years we have been 
hearing that the security battle 
with the Islamist militants has 
boon completely won. Also, that 
there is absolutely no tOstinetion 
between the Muslim Brotherhood 
and the Gama’a al-tstairnyya. 

But there is a big di s t in ct io n. 

Surely you now recognise there is 
a difference? 

What tbe Gama a lslamiyya are doing 
as a group, tbe Muslim Brotherhood is 
behind them. Go back to 1927 when 
they started. They started by violence: 
You can accept my orders or I will 
kill you. 

In response to what Nasser did in 
1954 and 1964 they shut them down 
for many years, then they started to 
change their attitude. And they 
financed the [other militant] groups. 

If they want to be involved in 
politics, why can't they join another 
party? If they achieved power, believe 
me it would be so bad. 

But no country can be safe 100 per 
cent. To say it has been destroyed 100 
per cent is not true. 



* 
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- THE PRIVATE SECTOR * by Mark Huband • 

Reform takes 
the slow lane 


Private enterprise 
has been slow in 
its response to 
incentives but 
activity is rising 

Unleashing the power of 
private enterprise has been 
the most politically sensitive 
aspect of Egypt's economic 
reform process. Decades of 
state control had cemented 
the power of a close-knit 
business and political elite 
and protectionism brought 
big profits. 

The question now is 
whether the old money will 
make way for a new genera- 
tion of entrepreneurs better 
suited to the open market. 

“The government had 
identified a section of the 
business community as nec- 
essary to encourage as inves- 
tors in new sectors,” says a 
leading private sector busi- 
nessman. “This group of 
businessmen didn't do any- 
thing that was expected of 
them. Some have used the 
opportunity to add cash to 
their foreign bank 
accounts." 

... He says that the govern- 
ment is aware of this prob- 
lem but that at the same 
time “real reform has also 
happened. This has encour- 
aged small and medium- 
sized enterprises to become 
active". 

Kamel el-Ganzouri, the 
prime minister, says private 
.sector economic activity now 
accounts for SI per cent of 
gross domestic product and 
will rise to 80 per cent by 
2000 . 

The government has 
encouraged the private sec- 
tor to invest by offering 
build-opera te- transfer con- 
tracts for infrastructure pro- 
jects in the energy sector. 
Private .sector developers are 
to build three new regional 
airports. Since the mid-1990s 
all new investment in tour- 
ism has been private. Two 
new private sector mobile 
jiejgphone systems are to be 
instalial, and 20 per cent of 
the state-owned Egypt Tele- 


com is earmarked for sale. 

The private sector has 
been mast active in areas 
that reflect the government’s 
strategy of creating a paral- 
lel, private sector economy 
while slowly privatising 

state enterprises and moving 
towards withdrawing from 
all but 10 per cent of eco- 
nomic activity by 2000. 

Tax advantages, export 
incentives and limited 
labour laws in designated 
investment zones have lured 
domestic and foreign inves- 
tors to satellite cities and 
industrial areas. 

The hope is that with 
improved export facilities, 
technology transfers, foreign 
expertise and investment, 
jobs will lure people to the 
new zones. Meanwhile, the 
decrepit symbols of public 
sector enterprise in the over- 
crowded Nile valley will 
wither and die or be sold. 

“The question is. why is 
the private sector not 
responding to the incentives 
that have been given?" asks 
Khalid Ik ram. World Bank 
director in Cairo. “A signed 
piece of paper doesn't create 
anything. I need to build a 
factory and hire labour. This 
is where the road blocks 
tend to come," he says, 
adding that the private sec- 
tor has had little input into 
the reform process while the 
government and public often 
view it with suspicion. 

Despite the government's 
commitment to sell 90 per 
cent of state assets by 2000, 
the need for cash, rather 
than a belief in the virtue or 
private enterprise, has deter- 
mined the government's 
strategy and has slowed 
sales on the issue of price. 

Consequently, the role of 
the private sector has 
remained ill-defined. Only 
nine public sector companies 
of the 87 in which shares 
have been sold have been 
bought by anchor investors. 

Some observers believe the 
difficulty in finding anchor 
investors is a result of cau- 
tious assessments by for- 
eigners of the macroeco- 
nomic picture - assessments 


which are slowly becoming 
more favourable. 

"The commitment of the 
government to these policies 
for liberalisation] is not in 
question,” says Ibrahim 
Kamel, chairman of Kato 
Group, a leading private sec- 
tor industrial group. “The 
question is whether we are 
going along the right track 
fast enough-” 

He says that while the 
government Is gaining sup- 
port for reform, the private 
sector must now “rise above 
thinking small and of 
looking just under their feet 
They have to look forward. 
Even so. now is the first 
time the private sector has 
become involved in rela- 
tively large projects." 

Finding vehicles for rais- 
ing investment capital now 
dominates the agendas of 
Egypt’s leading private sec- 
tor companies. Banks 
remain cautious, but are 
generally viewed as having 
reacted positively to the 
investment drive emanating 
from the private sector. 

“But market growth hasn't 
matched expectations,” says 
Raouf Ghabbour, chairman 
of the Ghabbour Group, a 
leading vehicle manufac- 
turer. "Five years ago I 
would have expected 1997 to 
have seen sales of more than 
100,000 cars. In fact it was 
half that," he says. “The 
domestic market is expand- 
ing, but not enough to get us 
into serious industry.” 

Large private sector 
groups have used this period 
of slow improvement and 
economic stability to 
restructure. But the changes 
needed to face the freedoms 
and dangers of the free mar - 
ket have yet to take root. 

“Bonds have caught every- 
body's attention," says 
Christopher Vaughan, man - 
aging director of HSBC 
Investment Banking in 
Cairo. “But bonds are not 
the real solution, because 
these private sector compa- 
nies should be developing 
their capital structures. 
What they are focused on is 
getting cash." 



PROFILE 


Oiling the wheels of success 

government intervened and 


Diversity and expansion are 
the cornerstones of the 
strategy now dominating 
the Egyptian private sector, 
from the smallest groups to 
the boardrooms of the 
billion dollar 
conglomerates. 

As deregulation and 
privatisation have offered 
new opportunities, so the 
liquidity amassed during 
three decades of 
protectionism has allowed 
private sector companies to 
propel themselves to centre 
stage and sent demand for 
investment capital soaring. 

Hidden in the maze of 
elegant nineteenth century 
streets in Cairo's Garden 
City district, Setcore 
typifies the large number of 
family-owned companies 
whose capital base and 
diversity of interests have 
formed the backbone of the 
private sector’s resurgence. 

Setcore has spent almost 
30 years building itself into 
a group with interests as 
varied as food processing, ■ 


oil and gas rig inspections 
and banking a nd now a 
turnover of $60m. 

Two sectors in which the 
group Is heavily involved 
stand out as examples of 
diversity as well as 
revealing the hard-won 
benefits of recent 
liberalisation. 

First, the oil industry is 
expected to offer new 
opportunities to relatively 
small companies with low 
overheads. As Egypt’s oil 
reserves are depleted, small 
companies are planning to 
stop in with plans to 
continue low-level 
extraction which large 
companies find 
uneconomical. 

“Oil is particularly 
exciting for the Egyptian 
private sector because some 
of the big oil companies 
will be retreating,” says 
Tamer Nassar, Setcore 
managing director. “We 
would create an operation 
for cmaTi output that would 
produce 2400-3,000 bpd in 


marginal fields. And there 
are a lot of these fields 
around." 

The success of such oil 
ventures for the Egyptian 
private sector will depend 
largely on the readiness of 
the state petroleum 
company. EGPC, to 
renegotiate concession 
agreements. Setcore plans 
to take ova- existing wells 
rather than carry out 
exploration. “We would be 
in partnership with EGPC, 
and I think they will realise 
that the nature of oil 
production wiD be changing 
and they will 
accommodate,” says Mr 
Nassar. 

“I could see us doing this 
with foreign partners. 
Enhanced oil recovery 
techniques require a 
specific expertise. We 
expect to be operating our 
own wells in less than five 
years.” 

Sectors such as the cotton 
industry have also 
dominated Se (core’s 


activities. Once a jealously 
guarded preserve of the 

state, the government has 
recently opened doors to 
investment in this sector. 

Last year Setcore’s Nassco 
subsidiary exported 7,500 
tons of Egypt's staple 
cotton output, amounting to 
15 per cent of the total. 
Nassco is in a joint venture 
partnership with Volkart of 
Switzerland and has 
attempted to secure a role 
in the entire process of 
cotton processing, export 
and sale. 

Convincing the state that 
it should open the doors to 
the private sector has been 
an uphill struggle despite 
the official liberalisation of 
the industry in 1994. 

“The original idea was 
that we would buy from the 
former and gbm the 
cotton,” says Ayman 
Nassar, Nassco managing 
director. “We opened three 
buying brandies in 
different parts of the 
c oun tr y. But then the 


imposed a price floor of 
E£500 when the real juice 
was E£400. So we would 
have lost. 

“Now we have an 
agreement whereby wc buy 
ginned cotton and are able 
to export at some profit. 

Mr Nassar says, as well as 
expanding in traditional 
markets such as Japan. 
South Korea and Italy, the 
company has found new 
markets, such as India and 
Turkey. “We have been all . 
over south-east Asia and 
Europe to find new 
markets," he says. 

“We don't compete on 
price, but we do compete on 
service and quality. We 
have re-established markets , 
which had been lost, and we ; 
are giving customers a 
choice as to what size bale 
they buy. Through these 
small incremental steps we 
have secured our freedom 
to operate.” 

Mark Huband 
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PRIVATE SECTOR INFRASTRUCTURE • by Mark Huband 


OIL AND GAS* by Robin AHen 


b 


Powerful case for Gas steps into the 
co-operation 


The country is 
now a regional 
model for private 
involvement in 
infrastructure 

As the government pushes 
ahead with the creation of 
private sector investment 
opportunities not dependent 
on privatisation, Egypt has 
become a regional model for 
private sector involvement 
in parallel infrastructure 
projects to expand utilities 
and improve services. 

S&di Krier, Egypt's first 
venture into private sector 
build-own-operate- transfer 
power generation west of 
Alexandria, has been 
vaunted as a near-perfect 
tendering process in terms of 
its transparency. The $400m 
project to generate 650MW is 
one of two power generation 
plants under construction 
intended to raise electricity 
output from 14.800MW to 
23.800MW by 2006 and to 
43.000MW by 2018. 

Intergen of the US broke 
new ground by offering as 
Us bid electricity at $0.28 per 
kWh - the cheapest electric- 
ity in the world. The project, 
expected to be running by 
2002. is the first stage in the 
government’s extensive reor- 
ganisation of the electricity 
generation network and is a 
precursor to partial privati- 
sation of the system. 

While the national elec- 
tricity grid will remain the 
property of the Egyptian 
Electric i ty Authority, seven 
power generation zones sup- 
plied by private sector power 
stations are to be formed as 
separate companies with 
shares sold to the public. 

Adding value to raw mate- 
rials has opened new hori- 
zons for power generation as 
the government assesses the 
real value of natural gas 
finds. AS well as pro mising 
to be a hard currency earner 
capable of compensating for 
increasingly uneconomical 
ofl extraction, gas is likely to 
become the fuel of the future 
fra: householders and indus- 
try among the neglected pop- 


ulation of Upper Egypt 

In a $22Qm deal, a consor- 
tium led by British Gas 
International (Egypt) 
recently signed a 25-year 
franchise with the state 
Egyptian General Petroleum 
Company to build an initial 
500km gas pipeline from 
south of Cairo to Asyut in 
two phases. Plans are also 
being considered to extend 
the pipeline a further 530km 
to Aswan. The franchise is 
the first of its kind in Egypt 
to -offer the private sector 
the role of providing gas to 
areas with no supply. 

BG Egypt, with its part- 
ners Edison International, 
Orascom and Middle East 
Gas Association, will con- 
struct a high pressure gas 
transmission pipeline link- 
ing towns along the Nile val- 
ley and create a low pressure 
network for supply to facto- 
ries and homes. The proj- 
ect's first $50m phase will 
carry gas under high pres- 
sure from Knriamat, near 
Cairo, to an estimated 20,000 
potential consumers in the 
town of Beni Suet BG Egypt 
reckons domestic and indus- 
trial demand in the area of 
the first phase to be about 
240m cubic feet a day. Simi- 
lar demand is anticipated in 
the Asyut area. 

Plans to allow the private 
sector to expand Egypt’s 
patchy phone network also 
break new ground Despite 
fierce resistance from Soli- 
man MetwaHy. the conserva- 
tive transport and communi- 
cations minister, the 
monopoly of Telecom Egypt 
has started to break' down. 

First came Telecom 
Egypt's issue of two licences 
to establish and operate pub- 
lic payphone systems of 

20,000 lines each within five 
years. As strong foreign 
interest in the contracts has 
been shown, the government 
is realising the sector is a 
potential goldmine. 

France Telecom, which 
won the first contract, will 
pay the government 66 per 
cent of revenues, estimated 
at about S590m during the 
10- year period of the con- 
tract. Landis and Gyr of 


Switzerland will operate the 
second systmn. also over 10 
years. Alcatel of France 
installed a 70,000 subscriber 
Global System for Mobiles 
cellular telephone system in 
late 1996 on behalf of Tele- 
com Egypt. 

Thirty per cent of the oper- 
ating company. Egyptian 
Mobile Telephone Services 
Company, was sold on the 
stock exchange in January. 
The remaining 70 per cent 
has been sold to a consor- 
tium led by France 7£l£com. 

Fierce competition for a 
second cellphone network 
has led to the awarding of a 
second licence to a consor- 
tium led by Vodaphone. 

Telecom Egypt, 20 per cent 
of which may be floated, has 
simultaneously sought a pri- 
vate sector role in its bid to 
achieve a 50 per cent rise in 
the number of fixed phone 
lines to 10m by 2002. It now 
has agreements with three 
foreign companies to 
improve infrastructure. 

Contracts for the improve- 
ment of services in specific 
areas of the country have 
also been awarded with a 
view to a national upgrade. 
NEC of Japan la installing 

81,000 lines in Upper Egypt 
and is expected to provide 
digital public switching 
systems on the Red Sea and 
Mediterranean coasts. 

The government has also 
invited bids for private sec- 
tor investment in ports, air- 
ports and roads. A private 
sector built and operated 
hub container port capable 
of handling 2m units a year 
is being negotiated for a site 
east of Port Said. The port is 
likely to lead to private sec- 
tor management of Damietta 
and Port Said ports in con- 
cert with the new hub. 

A similar strategy has led 
to contracts being awarded 
for construction of two 
build-own-operate-transfer 
airports at Marsa Alam on 
the Red Sea and El Alamein 
on the Mediterranean. 

Private sector transport 
projects extend to roads with 
a planned new 900km motor- 
way fl uk in g Alexandria and 
Aswan being considered. 


As oilfields are 
starting to dry up 
new supplies of 
natural gas are 
emerging - 

Just as Egypt's mature 
oilfields start to tire, and 
gaps open up hi . the coun- 
try’s energy defences, rein- 
forcements of natural gas 
are pouring into fill the 
breach. 

Although export sales of 
crude oil and petroleum, 
products will continue to 
provide the bulk of the 
energy sector’s hard cur- 
rency earnings fra* the next- 
decade - $L5bn a year 
before the recent price falls 
- all the signs are that gas is 
slowly taking aver as the 
country's lifeblood. 

While development pro- 
grammes keep to schedule, , 
natural gas should ensure 
self reliance in energy for 
decades, providing power for 
industry, job security for 
Egypt’s soaring population 
and energy for new desert 
communities in the south 
and west where the govern- 
ment is determined to settle 
future generations. 

On April 18 a consortiu m 
led by British Gas Interna- 
tional signed and exclusive 
25-year franchise with state- 
owned Egyptian General 
Petroleum Corporation 
(EGPG), to build a 500km gas 
pipeline from south of Cairo 
to Asyut, in a scheme 
designed to be the “spinal 
cord" of a gas system provid- 
ing energy, from 2002, to 
industries and households 
throughout central and 
southern parts of the cram- 
try. The consortium consists 
of foreign and domestic pri- 
vate sector companies. 

Barely 10 weeks later, on 
July 1, Egypt's qD produc- 
tion will officially be set at a 
new lower level of 830,000 
barrels a day (b/d) from its 
present 850.000 b/d, although 
actual production will have 
been at the lower level for 
the previous 18 months. Out- 
put for February and March 
was only 800,410 b/d and 
805,806 b/d respectively, 
according to EGPC. 

Petroleum ministry 
acknowledgement of the 


Who 


will update you with 
the latest in financial news? 



DrtBng ta u raJ inJ ed by British Gas Enithe NBa Delta: BG signed an a y— itnint in April for The expansion of ttre country’s gas system 


reduced . production has 
nothing to do with Egypt’s 
"sympathy” for recent cuts . 
by Opec and non-Op ec 
states, as (Spec’s spin doctors 
would have it, but Is simply, 
recognition of what petro- 
leum minister Hamdi All El 
Banbl calls “a national 
decline” in oil production 
from mature fields in the 
Gulf of Suez. 

The largest crude producer 
is still Amoco’s joint venture 
with EGPC, Gulf of Suez 
Petroleum Company, at 
“aboat 310,000 b/d," says Bob 
Sheppard, Amoco Egypt's 
president in March, "and our 
current levels of expenditure 
are : limiting decline to 
between 5 and 8 per cent per 
year." 

Second largest is Interna- 
tional Egyptian Oil Com- 
pany (IEOC), Agip's joint 
venture with EGPC, at stone 

290.000 b/d, mostly from its 
Belayim and Petrobel 
operations in the Gulf of 
Suez. Other producers 
include Suez Oil Company, a 
joint EGPC venture with 
Spain's Repsol and Ger- 
many’s Demines with some 

90.000 b/d and Shell Egypt's 
Badreddin Petroleum Com- 
pany (Bapetco) in the West- 
ern Desert at 25,000 b/d. 
About 20 other companies 
and joint ventures make up 


the 

Despite a lack .of interest 
from the major ofi' -compa- 
nies which are more inter- 
ested in gas, BGPC is still 
trawling for new oil conces- 
sion agreements. The 
response is coming largely 
from small independents 
with .'fewer overheads and 
using new seisinlc tech- 
niques to search In new deep 
areas or in areas previously 
thought to he dry or uneco- 
nomical. 

Following last September's 
award in 11 concession 
areas, EGPC has invited 
bids, due in by 30 April; for 
another nine areas, in what 
Sand Shaheen, EGPC’a vice- 
chairman for agreements, 
calls the “frontier hid 
round 1 ", because the three 
blocks in the Mediterranean, 
which are reckoned to hold 
both ad and gas, are up to 
2JJOO metres deep. “We have 
never dug this deep before,” 
he says. 

Barring 'a surprise, how- 
ever, these concessions will 
follow established patterns 
by showing up more gas 
plays than ofl. For example, 
Bapetco’s concession in the - 
Western Desert Is less impor- 
tant for its ail than for its 
300m cubic feet a day (mefff), 
two-thirds of the total from 
the Western' Desert 


Starting next year, 
another SOOmcfd will come 
from Shell's concession at 
Obalyed, west of Alexandria: 
and' a farther 200mcfd in 
January 2000 from Rosetta, 
offshore the Nile Delta, 
where Shell is in a Joint ven- 
ture with British Gas and 
Edison. These areas axe also 
rich in condensates. Crude 
Oil prospects' are minimal. 

. Petroleum minister El 
Banbi is philosophical about 
this. He points out that 
Respite total oil production 
of &9bn barrels between 1982 
and 1998, reserves today, at 
2Ahn barrels, are only 800m 
barrels less than they were 
in 1982,; 

- “If you take proven gas 
reserves over the same 
period, &3 trillion cubic feet 
(tcQ in 1982 compared with 
3217 tef last- January 1, 
deduct the amount already 
produced. 5.7tcfi we’ve added 
32.itcf. including some 800m 
barrels of condensate,” he 
says. “So the total reserves 
of liquid and oil equivalent 
is about the same as 16 years 
ago.” 

He says exploration and 
production activity has not 
been cut. Nor has he 
included probable gas 
reserves, which, according to 
industry sources, could be as 
much again as those already 


proven. 

- This is prudent, say oil 
companies, because if oil 
prices fell much farther and 
drilling contractors continue 
to squeeze foreign operators 
in Egypt by raising prices, 
there could he delays in the 
development programme. 

More than 40 per cent of 
Egypt’s total gas production 
of LSbn cfd cranes from on- 
and-offsbore the Nile Delta; 
30 per cent from the Western 
Desert and the rest from the 
Gulf of Suez. 

Agip and Amoco, the main 
producers, are also the prin- 
cipals in four shared areas in 
relatively shallow Mediterra- 
nean waters, Temsah, East 
Delta Deep Marine, Ras d- 
Barr and Balttm, where the 
success rate for gas finds has 
sometimes, as at Temsah, 
been an extraordinary 100 
per cent 

“Egypt’s gas reserves have 
been increasing every year” 
says Amr Fayed, general 
manager of BP Middle East 
“For that you must give the 
petroleum minister credit for 
making gas exploration 
a ttractive to foreign compa- 
nies. “ Without this, opera- 
tors agree, Egypt would not 
have the cushion of gas to 
fall back on as domestic 
power needs grow and crude 
oil production fells. 
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El Safwa stock brokers' daily updated web site page 
will instantly inform you of the latest financial news. 

El Safwa ensures excellent service by providing 
its clients with, outstanding precision, 
and speedy access to accurate financial indicators. 


ELSAFWA STOCK BROKERS 


2. Abdel Kader Hamza Sl, Cairo Center Building, Carden City, Cairo. 
TeL* (.202) 594 0304 - 594 0305 - 594 0308 - 594 0571 - Fax.#: (202) 594 0307 
E-mail; safVka@egyptonline.com Web site: www.safwa.egyjk.oMn 
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SOCIAL POLICY • by Michael Peel 

Homes, but 
only for some 


Those who exist by 
collecting garbage may 
not find shelter in the 
new cities being built 
by the government 

El-Zabaleen is a community built 
around rubbish. Many of its 25.000 
inhabitants earn a living by sorting 
the garbage of Cairo into saleable 
metal, plastic and wooden items. 

They set aside food waste for their 
goats and the other animals which 
wander among the six-foot piles of 
rubbish in the streets. 

El-Zabaleen is not a healthy place 
to live. Children look up from con- 
suming the bright orange flesh of 
sweet potatoes to reveal mouths dis- 
figured by spots and ringed by red 
raw skin. Flies are everywhere and 
diseases of the stomach, chest and 
liver are common. 

The garbage collectors seem obvi- 
ous candidates for places in 44 new 
communities which the government 
plans to build to ease the health and 
social problems associated with 
overcrowding in towns and cities. 

The government intends that new 
communities will offer cheap hous- 
ing, a healthier environment and 
superior social services for milli ons 
of urban-dwelling Egyptians. 

But the people of El-Zabaleen 
think they are unlikely to be offered 
the chance to live in new communi- 
ties such as Sixth of October City'. 

They think the requirements for 
entry favour the well-educated and 
those who can work for one of the 
numerous foreign investors 
attracted by reduced bureaucracy 
and breaks on tax and import duties. 

Mounir Nawar. vice-president of 
the Association of Garbage Collec- 
tors for Community Development, 
says: “To go to Sixth of October City 
it is necessary to have a big job. 
Here there are small jobs." 

The government began to develop 
new towns more than 20 years ago 
when it became clear that the fertile 
Nile regions could not sustain the 
rapid growth in population. 

The growth rate may have slowed 
from 3 per cent in 1965 to 2.1 per 
cent in 1994. but the population still 
increases by more than 1m every 
year. Expansion of the old cities has 
destroyed about 84sq km of agricul- 
tural land annually for the past 20 
years. 

The building of new co mmuni ties 


in desert regions is changing the 
face of Egypt, where people have his- 
torically occupied only about 3 per 
cent of the total land area. 

The new towns, concentrated 
mainly around Cairo and the Nile 
delta, provide homes for about 
620.000 people according to the 
National Population Council. The 
government estimates that new com- 
munities will offer about jobs 
and house at least 15m people by the 
time the 44 new ventures are com- 
pleted. It expects its total investment 
In the new towns to reach E£l42bn 
by 3017. 

Plenty of incentives exist for 
people to move to the new cities. 
Mortgage interest rates are lower, 
school class sizes are smaller and. 
according to Mohamed Ibrahim Soli- 
man , minister of housing, utili ties 
and urban communities, promotion 
is faster. People can buy houses in 
the new co mmuni ties on better 
terms than elsewhere. 

Hussein El-Gebaly. Mr Soliman's 
first under-secretary, says the gov- 
ernment's co-operative bousing 
authority will subsidise about half of 
the total cost of a bouse with a loan 
that can be paid off in instalments 
over 30 to 40 years. 

But not all Egyptians will have the 
opportunity to benefit from the facil- 
ities their money helps to fund. Pro- 
spective residents are more likely to 
be accepted into the new communi- 
ties if they are highly educated and 
have a job in the town. 

“We have certain rules to ensure 
that the society is homogenous." 
says Mr So liman. 

Hania Shulkamy. an anthropolo- 
gist and consultant associate of the 
International Population Council, 
says she can explain why the gov- 
ernment is eager to woo well-edu- 
cated people to the new communi- 
ties. Regulations restricting rent 
increases for newly-built houses 
were recently abolished, with the 
result that many young profession- 
als now find decent accommodation 
too expensive to rent. “The [new] 
communities address the middle 
class who have lost out" says Ms 
Sholkamy. "It is not a poverty allevi- 
ation effort It is a way of re-integrat- 
ing the middle class into the govern- 
ment hegemony." 

Mr So liman denies that the new 
communities are geared towards the 
better-off. He maintains that there is 
no pressing need to offer places in 
the new towns to people who live in 





Paradise - for some: Sixth of October City, one of new towns being built mainly 
around Cato and the NBe de&a. The people of S-Zabsfeen before they are imOety 
to be offered the chance to five in this type of new conrnwnity Novai scr**r 


squatter settlements and ad hoc 
communities such as the City of the 
Dead, the sprawling Mamluk necrop- 
olis in Medieval Cairo. 

But Mr EI-Gebaly estimates that 
2.5m of Greater Cairo's 12m popula- 
tion live in 70 squatter settlements 
around the city. The buildings in 
these communities may be structur- 
ally sound but the areas tend not to 
be well connected to essential ser- 


vices such as sewerage, water and 
electricity. 

Mr Nawar is bitter that the gov- 
ernment seems to be paying little 
attention to communities such as El- 
Zabaleen as it spends heavily on the 
new cities. 

Mr Solhnan admits: “We will rum 
our attention to improving the situa- 
tion in the old cities after the new 
communities have been established." 


PROFILE 


Cracks in the 
utopian dream 


On the road that runs 
through the desert south of 
Cairo. Egypt's free- market 
future is strikingly 
juxtaposed against its 
Pharaonic past. The simple 
grace of the Great 
Pyramids of Giza gives way 
a Tew miles later to the 
gaudy domes and towers of 
the Medi aland theme park 
and the imported green of 
the Dreamland Golf 
Company's lg-hole course. 

The modern-day 
monuments to western 
culture have been built to 
serve Sixth of October City, 
a new community raised 
out of the sands 40km from 
the centre of Cairo. If the 
government has its way. 
more than a fifth of 
Egyptians will live in 
similar developments by 
2017. 

“Now the life of Egypt is 
part and parcel of that in 
Europe." says Mohamed 
Khalil, a planner who 
began to develop Sixth of 
October City In 1982. 

The new community 
already exhibits some of 
the shortcomings of the 
western post-war 
developments that Egypt is 
trying to ape. The design of 
the houses is generally 
unimaginative with little to 
excite the eye. 

By differentiating 
residential areas by price of 
housing, the planners have 
created the kind of 
conditions that reinforce 
old social divisions, much 
as tower blocks in the UK 
isolate people from the 
surrounding communities. 
Mr Khalil admits that there 
is a lack of communication 
between neighbours in the 
city. 

Some of his rhetoric 
suggests that the city is 
unwelcoming to those who 
come from non-urban 
backgrounds. He talks 
approvingly of the city’s 
success in attracting “the 
most educated people" from 


Giza and Cairo but 
disparages those who have 
come to escape poverty in 
rural Egypt. 

“The problem Is they 
brought their way of life 
here,” he sal's. “We cant 
control them very well. You 
find they Ye very rude. 
Sometimes they are kind of 
sneaky. They need at least 
10 years training to 
understand what’s In the 
new society.” 

Mr Khalil, who is now in 
charge of the city's public 
relations, seeks conformity 
from the inhabitants of the 
community he sees as his 
“baby". He talks of the 
need for strict rules and 
regulations to check 
people’s tendency towards 
“anarchy". 

But amid the vast zones 
of Identical multi-storey 
apartments, there are signs 
that development has not 
been as tightly controlled 
as Mr Khalil and his 
colleagues intended. Mr 
Khalil says that (he 
planners should have 
introduced rules on 
permitted colour schemes 
and architectural designs 
to avoid the stylistic 
clashes which characterise 
some parts of the town. 

Be points disapprovingly 
at a Mediterranean -style 
block of flats set alongside 
a building distinguished by 
cun es and keyhole arches, 
behind which is a redbrick 
shell. 

Some of the fiats are 
already showing signs of 
external deterioration. Mr 
Khalil admits: “We do not 
do any environmental 
planning. We build 
traditional housing like 
that of Cairo." 

Atonal Ahmad Safwat, a 
resident, says the lack of 
planning has contributed to 
the shabbiness of some 
parts of the city. The 
residential district dose to 
the industrial area 
resembles some of the 
poorer parts of Cairo. 


“It’s crowded and not 
particularly dean or 
pretty." says Mr Safwat, a 
radiation oncologist at the 
National Cancer Institute. 

Mr Safwat says he is 
pleased that he moved with 
bis wife and young family 
to Sixth Of October City 
from Cairo. He cites 
pollution, crowds and noise 
as the main reasons for 
leaving the capital. 

But he is not optimistic 
about the evolution of his 
new home town. Essential 
services such as hospitals 
and nursery schools are 
underdeveloped, making it 
hard to construct a life ia 
the city. 

Mr Safwat says Sixth of 
October City offers few 
leisure facilities and little 
sense of community. “We 
don't have a lot of friends 
here,” he says. “Most of our 
good mends are in Cairo. 
This place is not very 
homogeneous.” 

He believes the planning 
authorities are making the 
situation worse by 
exploiting the steeply 
rising property prices. The 
authorities are selling land 
to the highest bidder 
without considering If the 
buyer's development plans 
are in the best interests of 
the community. 

“It’s frightening," be 
says. “I don’t want it to be 
another Cairo. ! don't like 
the way new houses are 
coming up in every 
corner." 

Mr Khalil agrees that the 
private sector has too much 
influence over the 
development of a new town 
that is supposed to be a 
model of government 
planning. 

The city he helped create 
has begun to assume a life 
of its own, expanding 
beyond its architects’ 
control. “You know the life 
of capitalism.” he says. 
“Money talks.” 

Michael Peel 




With state-of-the-art plants and 
2000 in work force, EZZ CROUP'S 
investments in heavy industry 
exceed U.S. S 600 million, 
primarily in steel- making, 
wire rod and ceramic tile 
industries, using the latest 
technologies, all group's 
operations are ISO certified by 
Cermanischer Lloyd of Germany. 
Further investments worth 
U.S. $ 750 million in steel-making, 
continuous casting and hot strip 
milling are underway. 
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TRADE * by Mark Huband 


Exporters cast 
their nets wider 


Establishing new 
markets abroad is 
linked to 
liberalisation 
moves at home 


Capturing global markets is 
fast becoming tbe Imperative 
for Egypt's economic policy 
makers as they face the need 
to reach a level of exports 
capable of sustaining the 
growing population. 

While 1997 saw the value 
of exports rise by 6.8 per 
cent, according to central 
bank figures, the govern- 
ment remains Intent upon 
reaching 11 per cent growth 
as a means of achieving an 
annual 7-8 per cent increase 
in gross domestic product. 

With GDP growth this 
year at 5 per cent, wide- 
spread moves are under way 
to improve the quality of 
export products, facilitate 
their dispatch and find new 
markets. “The challenge for 
us and the role of the gov- 
ernment is to expand the 
narrow base of exports, " 
says Ahmed Goueli, minister 
of trade and supply. 

“How do we encourage 
small and medium busi- 
nesses to expand? This is 
done through training and 
showing the businessman 
how he can do business and 
be part of the global market 
We estimate this process 
taking 1 three years." 

The shifts necessary to 
encourage a private sector 
export boom will have to be 
dramatic if targets are to be 
achieved. Of a total S4£bn 
worth of exports in 1996-97. 
&L3 per cent was accounted 
for by petroleum and petro- 
leum products. Oil output 
earned the state $2.5bn in 
1996-97. the central bank 
states. 

Though vast natural gas 
finds are expected to com- 
pensate for an expected 
downturn in oil earnings, 
the main gas fields are not 
expected to come on stream 
for several years. Negotia- 
tions to sen liquefied natural 
gas to -Turkey- have -stalled- - 


on the issue of pricing. 

With 10 per cent of the 
Egyptian workforce engaged 
in export -related industries, 
the government believes it 
has a solid basis from which 
to tailor products to the 
demands of foreign markets. 

A three-tier strategy for 
transforming the export 
infrastructure, put in place 
in 1997. concentrates on 
exploiting traditional 
exports of horticultural prod- 
ucts. cotton, rice, and pro- 
cessed goods based ou these 
products, such as frozen food 
and ready-made clothes. The 
government hopes to 
increase annual exports in 
these sectors by between 2 
and 10 per cent 

Plans to build a new hub 
seaport and industrial zone 
east of Port Said and co-ordi- 
nate activity at the ports of 
Alexandria, Damietta and 


Port Said under private man- 
agement are part of an ambi- 
tious strategy to improve 
trade infrastructure. 

One of the main bottle- 
necks facing exporters is in 
port facilities, which the new 
port management arrange- 
ments are intended to iron 
out. The government is also 
working on contracting out 
customs clearance to allow 
quality control and pre-in- 
spection at the port of 
import departure. 

For exporters, plans are 
afoot to provide easier access 
to export credits and to 
expand the geographical cov- 
erage of risk insurance in 
concert with insurance com- 
panies worldwide. Informa- 
tion services are to be uni- 
fied and made available by 
means of the databases 
accessible at the govern- 
ment's 69 commercial offices 



A ship on the Suez cunafc a O ver-tie r strategy tor trans fo r mi ng the export infrastructure b — been put ki place 




attached to Egyptian embas- 
sies. 

“In tbe short term you 
cannot chang e the composi- 
tion of Egyptian output," 
says Mr Goueli. “When we 
have more competition in 
the domestic market, people 
will look outside. Egyptian 
tariffs are going down, so 
this is Increasing competi- 
tion in the domestic market. 
We are also looking hard for 


new export sectors. In elec- 
tronics and Arabic software 
for example." 

Pressure for the liberalisa- 
tion of transport facilities is 
growing as the inadequacy 
of the present system is 
exposed. Attempts to expand 
the export of fruit and vege- 
tables are threatened by the 
shortcomings of the national 
ai rline. Egypt Air. and the 
gross inadequacy of airport 


handling facilities. 

Tbe carrier only has a lim- 
ited cargo fleet and charges 
double the rates of flights 
from neighbouring Jordan 
and Israel. Plans to allow the 
private sector a greater role 
in air cargo have been laid 
with the aim of creating a 
fleet which will import and 
export at competitive rates. 

The search for new mar- 
kets is inextricably linked to 


the liberalisation of domestic 
trade and production. As 
what amounted to Slbn of 
trade with the former Soviet 
Union has slumped to S-JOro 
worth, Egypt has sought 
markets in southern Asia 
white also looking closer to 
home. Using Cute d'Ivoire. 
South Africa and Kenya as 
its hubs, it intends to build 
an infrastructure to facili- 
tate an expansion of trade ui 


PROFILE 


Lakah Group 


Maintaining a leverage of one-to-one 


From light bulbs 
to a private 
airline, the group 
is refining its 
strategy 


While the Egyptian 
government may be 
throwing open tbe doors to 
competition in order to 
increase exports, the 
private sector remains 
keenly aware that it has 
some way to go before its 
competitive edge comprises 
more than merely cheap 
labour. 

But the success of tbe 
private sector's shift from 
rentier to producer is 
dependent on a big 
improvement in everything 
from the availability of 
export credits and skilled 
labour to the effective 
streamlining of the 


country's port facilities. 

Egyptian multina tional 
companies are still at the 
stage of awaiting the 
creation of an 
infra stru c tur e which will 
facilitate an export boom. 

Ramy Lakah, chairman of 
Lakah Group, says: “Our 
philosophy is to work in 
high-technology, in which 
the competition is limited, 
and to use the Japanese 
method of keeping as small 
a stock as possible or to sell 
all the products in advance, 
to keep a leverage of 
one-to-one.” 

Using its position as 
regional representative for 
Toshiba, Olympus and 
Hewlett Packard, Lakah 
Gronp has created a 
high-technology export 
business with a turnover of 
$85m by cons tru ct i ng, 
equipping and main tabling 
fully functioning hospitals. 


It now manages 15 in 
countries throughout the 
Middle East and Africa. 
Each S40m, 200-bed hospital 
is built to the same 

specification and can be 

fully functional in some 
cases in less than two years. 

“We want to offer a 
complete solution far 
hospitals in the Middle East 
and Africa. Putting this in 
place will take three to five 
years," says Mr Lakah. 

“The export pr io ri ties are 
to open new markets in 
Africa and Turkey. But our 
real problem is that we 
don’t have a scheme to 
finance export credit Our 
trade could increase by 40 
percent if there were credit 
guarantees." 

Even so, exploitation of 
Egypt's export potential is 
now clearly determining 
domestic investment within 
industrial groups keen to be 


ready when the relevant 
export in fr a st r u c tur e is put 
in place, as the government 
intends. 

T-akah Group recently 
spent E£200m <S58mJ on 
two factories, one 
producing light bulbs the 
other soap. The light bulb 
business had been 
producing under tte Philips 
label but was bought by the 
government and then sold 
to Lakah, which is now 
negotiating with other 
foreign electronics 
companies to produce under 
licence. 

The aim is to pierce a 
regional market the 

company estimates is worth 
&20m. 

A regional export 
strategy has also lain 
behind the creation of the 
group’s Arab Seel Factory, 
producer of 500,000 tons of 
steel bQlets annually. 


Of the 20 rolling mills in 
Egypt only two are using 
locally produced billets. The 
rest are imported from 
Ukraine, limiting their 
export markets owing to 
non-Egyptian content 
exceeding 50 per cent. 

A taste for exports, and 
the realisation that Egypt's 
potential is vast while its 
infrastructure remains 
inadeq uate , has brought 
with it keen attempts to 
bridge the credibility gap 
while increasing the 
pressure on government to 
carry wit farther 
deregulation. 

As wefi as investing 
increasingly in tourist 
enterprises, Lakah Group 
recently acquired a licence 
to run a private passenger 
airline, MidWest Airlines, 
in a S32m investment with 
Egyptian partners. 

“The plan is to open new 


markets, starting with 
direct flights to Rio de 
Janeiro and Buenos Aires in 
September using leased 
Airbus A 340 or Boeing 777 
aircraft," says Mr Lakah. 

“Even though Egypt has 
6,000-7,000 visitors from 
South America annually, 
the routes are not served by 
Egypt Air, which is why we 
will be able to fly there. 

"Just as important, we 
will also be leasing three 
planes to carry cargo. It is 
very important to have 
cargo, and Egypt should 
impose tax against all 
imports brought in on 
non-Egyptian flights. 

“There are some things 
that it is important to 
protect by using taxes,” he 
added as if to show that old 
protectionist habits die 
hard. 


Mark Huband 


sub-Saharan Africa. 

Lengthy negotiations with 
the European Union to ov- 
ate a trade partnership 
agreement have so for foiled 
to reach n conclusion and 
will not transform the value 
of the export sector due to 
the agreement’s strong 
emphasis on agriculture. 

“1 am not optimistic about 
agriculture being our main 
focus for exports." says 
Gatnal Bay aura i, assistant 
foreign minister and Egyp- 
tian negotiator on the part- 
nership agreement, "We win 
remain net import era of agri- 
cultural goods. The trade 
deficit is SSbn. 

"Even if the European side 
agrees to what we want in 
the partnership agreement, 
agriculture won't be the key 
to redressing the trade 
imbalance." 

Central to Egyptian calcu- 
lations made during the EU 
negotiations has been the 
assumption that it is Indus- 
trial manufacturing output 
which must pave the way for 
the expat increase. 

Cotton and manufactured 
textile exports, together with 
engineering exports, were- 
valued at $758m in 1996-97. 
or 15 per cent of the total, 
compared with $27lm for 
agricultural products. 

Egyptian exports will 
become 2 per cent cheaper as 
a result of the removal of 
tariff barriers. Coupled with 
low labour costs, the ambi- 
tions phms for exports are 
regarded as holding great 
potential Once the substan- 
tial infrastructure changes 
are in place, however, the 
real challenge will be to find 
the markets. • 
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The National Bank of Egypt was established 
on June 25, 1898, by virtue of the Decree of 
Khedive Abbas n with a capital of £ 1 mn. 


NBE is now equipped with a network of 343 
units covering Egypt besides a strong presence 
worldwide. Shareholders' equity amounted to 
LE. 2.8 bn. in June 1997, whereas total footings 
rose to some LJE. 94 bn. 



National Bank of Egypt 

100 Years of Proven Competence 
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INVESTMENT • by David Gardner 

A magnet still too weak 



Mercedes car assembly plant near Cairo: investment, whBe creeping up, b stiD too lew to increase economic growth hom* stMer 


Training and 
quality control 
are vital tools in 
the quest for 
investors’ capital 

The big -question mark 
which hangs over Egypt’s 
hitherto successful economic 
reform programme is 
whether it can attract 
investment, domestically 
and from abroad, in the vol- 
umes required to deliver the 
8 per cent growth it must 
have to meet the needs of its 
fast-growing population. 

Overall investment is 
creeping up slowly, up about 
one percentage point to 19 
per cent of GDP last year. 

But this is still far short of 
the 25 to 28 per cent of GDP 
needed to increase growth 
Aram about 5 per cent to 8 
per cent and requires a near 
doubling of the national 
savings rate of around 12 per 
cent of GDP. 

Getting this investment 
will, moreover, require not 
only a deepening of struc- 
tural reform but attention to 
the quality of investment, 
particularly in management 
and the workforce. 

It remains uncertain 
whether Egypt’s business 
class can metamorphose 
from sheltered rentiers, 
exploiting the distortions of 
a state-rigged economy 
behind still high tariff barri- 
ers, to entrepreneurs com- 
peting in an open market, 
adding value and generating 
exports, or whether the gov- 
ernment will accelerate its 
privatisation programme suf- 
ficiently to attract investors 
with the skills, standards 
and- technology to mak e 
Egypt competitive. 

So far Egypt has had mod- 
est success in attracting for- 
eign portfolio investment, 
jumping to about SL8bn in 
each of the past two fiscal 
years from a barely detect- 
able $50m. 

But it has only managed to 
pull in foreign direct Invest- 
ment - the real anchor and 
test of reform - of around 
$800m annually in these 
same years. 

"Egypt is still a relatively 
small blip in the conscious- 
ness of most big- interna- 


tional companies," says 
Christopher Vaughan, man- 
aging director of HSBC 
investment bank in Cairo. 

The stock market has 
grown impressively, fuelled 
by the beginning of privati- 
sation, but has yet to estab- 
lish whether it is a real tool 
for investment capable of 
developing a broad investing 
public. 

A year ago. after the first 
majority privatisations of 
state enterprises, it was 
hoped the equities market 
would develop and contrib- 
ute to capital formation 
through closely held private 
companies - until recently 
almost a clandestine move- 
ment - being taken public. 

But, after an early flurry, 
only a bandful of companies 
have come to market, and 
occasionally in circum- 
stances unlikely to build 
investor confidence. 

Cairo stockbrokers say one 
issue last year was in a com- 
pany with negative working 
capital, while the proceeds of 
another were essentially to 
pay off the owner's debts. 

More broadly, there is an 
urgent need for new invest- 
ment products. The rise of 
the equities market has not, 
for example, been accompan- 
ied by a debt capital market. 

Some-- companies- -have - 


started issuing corporate 
bonds, but often mare as a 
quick fix to stay one step 
ahead of their bank creditors 
than as part of a longer-term 
business strategy. 

One leading Egyptian busi- 
nessman says the govern- 
ment has hitherto relied 
heavily on growing a num- 
ber of large existing business 
groups which are little more 
than local franchise opera- 
tors and Importers. 

These groups, he says, 
have in the main not devel- 
oped managerial or capital 
structures or business plans 
adequate to their alloted 
task, but have been receiv- 
ing credit from the four pub- 
lic sector banks on govern- 
ment say-so and could be 
feeing “a year of grief. 

In counterpoint to this, 
Ibrahim Fawzy, bead of the 
General Authority for 
Investment, says new start- 
ups last year, the vast major- 
ity in «ro«n to micro ven- 
tures, invested E£i8bn three 
times the level of 1596. 

As another encouraging 
sign, Ashraf Shams el -Din, 
deputy chairman of the Capi- 
tal Market Authority, says 
he has on his desk seven 
applications to set up ven- 
ture capital funds. 

Inside some groups, more- 
over. there are signs of seri- 


ous attention being devoted 
to training and standards. 

These are critical issues 
for all investors in a country 
where, as Khalid Ikram, the 
resident World Bank director 
for Egypt says, "the educa- 
tion system trains the work- 
force for the wrong things" 
and managerial skills are 
weak. 

For instance, CEB. the 
leading private bank which 
is striving to build up an 


group with eventual regional 
ambitions, is spending 
heavily on training, using in 
part access to its former 
joint venture partner Chase 
Manhattan, says Adel el-Lab- 
han, its manag in g director. 

In order to keep staff who 
come through the process, it 
pioneered employee share 
ownership, a practice which 
is spreading. 

Ghabbour Group, which is 
graduating from an assem- 
bler to a manufacturer of 
buses and cars, is also offer- 
ing stock options to prevent 
poaching of trained staff. 

"There Is very fierce com- 
petition now for young 
skilled labour and manag- 
ers says Raouf Ghabbour, 


salaries and rewards , he 
add* 


He says he has been in “a 
continuous process of man- 
agement reshuffle for five 
years" but adds: "This tells 
me I am not building on 
sand and that I am moving 
towards improved manage- 
ment and efficiency and the 
sort of culture that gener- 
ates investment ideas." 

Nevertheless, the role of 
privatisation in attracting 
companies with the skills 
and capita] to turn around 


be decisive in opening up the 
indigenous private sector to 
competition. 

An important signal anil 
be if the government carries 
out its plan to sell a bank 
and an insurance company 
over the next year and 
whether this will be cautious 
part-privatisation or a bold 
majority sale. 

Mr Vaughan says issues 
like price too often dominate 
privatisation strategy, which 
"should primarily be a nego- 
tiation about what the pur- 
chaser can bring in terms of 
technology, skills and new 
markets". 

“They shouldn’t try to 
reinvent the wheel.” he says. 
"There are plenty of people 


is needed now is for these to 
be bolted an to the wagons 


integrated financial services ailing state enterprises will 


chairman and chief share- out there with wheels. What 
holder. This is “pushing up 


PROFILE 


Talent comes 
to the fore 


Skill and variety are in as 
short supply in the 
Egyptian financial market 
as are private sector share 
issues. The brain drain of 
the ISSQs and 1970s -was 
Egypt’s punishment for 
stamping on private 
enterprise. 

[ But rapid changes in the 
legal environment have 
attracted a critical mass of 
expertise, without which 
the creation of a market 
would have been 
impossible. 

Less than a decade into 
the process of meaningful 
reform, a slow but 
important trickle of talent 
has now found its way into 
the once moribund 
institutions of the capital 
market. 

Set back from the road in 
the quiet Cairo residential 
district of Zamalek. the 
modest offices of C-oncord 
International Investments 

betray few signs of the key 
role that the group has 
played in bringing vital 
expertise to the Egyptian 
market 

Discreet and focused. 
Concord opened for 
business in Cairo in 1995 as 
the most experienced team 
of fond managers to have 
moved into the Egyptian 
market Four years later 
the group is manag in g 
Egypt funds with assets of 
some 5820m, of which 
$600m is in four onshore 
and two offshore mutual 
ftmds, making it the largest 
single fund manager to the 
country. 

While Concord's most 
profitable business remains 
to the US, where it 
manages $1.7bn to ftmds 
out of Its New York office, 
its Egyptian business is 
growing faster. 

It was in New York that 
the company started to 
1987, the idea of Mohamed 
Younes, who had spent 20 
years working with Kidder 
Peabody-- Then it was asked 
by Basque Misr, Egypt's 


largest private sector bank 
to terms of assets, to 
manage its first mutual 
fund. “We hit the ground 
running," says Mr Younes, 
Concord's chairman. "Some 
13,000 people invested hi 
the Banque Misr mutual 
ftmds within eight days of 
them opening. 

"Half of them invested 
less than E£10,000. Now 
there are 16,000 
shareholders. The entire 
mutual fund industry is 
around 200,000 
shareholders. 

“But they are tlie tip of 
the iceberg. There must be 
three to four million people 
who could invest 
E£ 10.000," be says. 

Confidence is the key to 
the success of mutual 
funds, particularly to a 
market where investors are 
unfamiliar with the act of 
handing their money over 
to strangers who will then 
invest it 

“We have survived by- 
being ruthlessly focused." 
Mr Younes says. “We are 
not worried about 
competition. TO remain 
competitive you have to be 
good, but also have a 
critical size which gives 
people a feeling of your 
leadership. 

“This means improving 
profit margins every time 
you increase to size, which 
means expanding 
distribution channels to 
individuals. The market 
has started to learn how to 
differentiate between 
managers.” 

On the assumption that 
the Egyptian market is 
going to be increastogiy 
dominated by large private 
sector share issues with 
some utilities privatisation. 
Concord is planning a 
5350m private equity fond 
with which to stake its 
share in the new market. 

“We are talking about 
having a large fond 
available so that we can 
take a large stake at the 


early stages," says Mr 
Younes. 

“We want to have a 
group that is seen as an 
acceptable, professional 
buyer, to show that we 
have some very good 
quality long-term investors. 

-We want to get 
representation from 
domestic investors 
alongside to give the 
comfort that this is not a 
fund given to foreigners. A 
third of the fund will be 
offered to the Egyptian 
public. 

"In this we will be 
offering something fairly 
unique. We want real 
long-term investors.” 

Concord intends to 
remain focused on Egypt 
until H has achieved 
management of Sl.25bn and 
may then expand 
regionally. 

Its focused strategy has 
earned it a Si 00m 
capitalisation and a large 
number of offers from 
interested buyers. However, 
neutrality has had its 
benefits for the company. 

“We really say that now 
is the time to invest, and 
we hope to be seen as 
completely neutral.” says 
Mr Younes. “We are not 
part of a specific group to 
Egypt- 

“We have no industrial 
or business vocation of our 
own. We are financial 
investors. The pattern or 
investment has been very 
much in clubs or 
group togs. It's normal. We 
have remained purely 
investors. 

Mr Younes says that 
there is a policy to the firm 
of not appearing on the 
boards of mutual funds. 

“This is an important 
distinction.” be says. “We 
are not here to reform 
companies. We don't want 
to get into the fray. My 
responsibility is to manage 
portfolios." 

Mark Huband 
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TOURISM • by David Gardner 


Improved 
security is 
the key 


PROFILE 
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The sector must 
avoid resorting to 
the mass market 
in rebuilding its 
business 


Tbe Luxor killings of 58 
tourists and four Egyptians 
by Islamist militan ts last 
November was the most 
crippling of a bail of recent 
blows to Egypt's main 
source of foreign currency. 

Coming just as the sector 
is trying to double hotel 
capacity in the next four 
years, the massacre has trig- 
gered a price war. This will 
not only hit revenues badly 
but could pull the market 
towards mass tourism - just 
as the industry was begin- 
ning to look at the critical 
issue of quality. 

In the short term, how- 
ever, the main challenge is 
to provide security for tour- 
ists, in the hope of avoiding 
the collapse which fallowed 
the 1990-91 Gulf crisis and 

the ha grnning of the Islamis t 
insurgency in 1992. 

By last year, confidence 
had been rebuilt and Egypt 
was expecting to top 1996*s 
record of 3.9m visitors. Pre- 
liminary figures suggest it 
did - just - and earned 
S3.8brL But in the immediate 
aftermath of Luxor, arrivals 
slumped 52 per cent com- 
pared with December 1998. 
with hotels in Luxor and 
other destinations in Upper 
Egypt such as Aswan virtu- 
ally empty. 

The attack cast a pall over 
resort tourism in Sinai and 
on the Bed Sea. even though 
these areas have until now 
been incident-free. This was 
partly because of its scale 
'and barbarity but also 
because the Queen Hapshet- 
sut Temple massacre was 
the latest in a string of 
attacks and security failures 
--carried out as the govern- 
ment trumpeted that it had 


defeated the Is lamis ts. 

hi April 1996, Gama 'a abb- 
lamiya gunmen shot dead 18 
Greek tourists at their hotel 
near the Giza pyramids, 
apparently Tnifitalring fht»m 

for Israelis. In September 
last year, outside the Egyp- 
tian Museum in the heart of 
Cairo, two brothers burnt 
and shot dead Time German 
tourists and their Egyptian 
driver. And then Luxor. 

Before this, the Gama 'a 
tourist targeting, while a 
deterrent to visitors, had 
been more threat than 
action, making it easy for a 
complacent government to 
dismiss criticism. By most 
normal measures of crime, 
moreover, Egypt was and 
remains safe for tourists. 

But the government 
refused to acknowledge it 
had a problem, albeit 
low-level, with Is lamis t mili- 
tants. Mamdouh el-Beltagui. 
the tourism minister, still 
stresses that the Giza attack 
was “a political reprisal'' for 
Israel’s bombardment of Leb- 
anon that April - a regional 
rather than Egypt-specific 
incident The authors of the 
Museum attack, he under- 
lines, “were not part of an 
organised group" - suggest- 
ing an isolated incident 

But in the case of Luxor, 
he says, “we admitted it was 
an organised Gama'a 
attack", and before it took 
place he had called in cabi- 
net for more stringent secu- 
rity for tourists. President 
Mubarak had immediately 
dismissed the interior minis- 
ter, purged his aides, and 
instituted “a new. freshly 
articulated, more dynamic 
security system”. 

“Terrorist incidents hap- 
pen everywhere and cannot 
be entirely prevented in 
even the most advanced 
states,” he says. But "only 
the press insists on torturing 
us with these questions.” 

Security has since 
improved immeasurably at 
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A crippling blow to the sector: Egyptian sokfieis leave the area where they kffled miStart gunmen 


Involved hi an attack on tourists in Luxor ki November 1997 
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important tourist sites and 
hotels - although a better 
organised group than the 
Gama'a could probably pene- 
trate ft 

Nevertheless, the mea- 
sures should suffice - if the 
authorities persist with 
them. During tbe Giza 
attack, for instance, only one 
of 15 police officers on duty 
in the area turned up for 
work. One of the Museum 
attackers bad four years ear- 
lier shot dead three foreign 
businessmen in a Cairo 
hotel. The government 
placed him under lax super- 
vision in a mental hospital - 
even though his Islamist 
convictions were well docu- 
mented at the time. And as 
Mr Mubarak himself angrily 
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pointed out, the nearest 
policeman to the Luxor mas- 
sacre was 2km away. 

High-profile “fact-finding" 
missions have since 
endorsed tbe tightened secu- 
rity. But everything will 
depend on the follow-up. 
Exactly the same is true, 
says the manager of a lead- 
ing hotel, of tourism's otho* 
great challenge: sustaining 
standards and service. 

On the one hand the sector 
has succumbed to a room 
rates discounting war at a 
time when large amounts of 
new capacity is coming on 
stream. But on the other, too 
many hotels are trying to 
recoup revenue by charging 
near-international prices for 
food and services, while still 
unable to provide anything 
like international standards. 

“Once you get into a price 
war. it's very difficult to pull 
back," says Matthew 
ShackeL direct of marketing 
for Marriott, which has the 
leading Cairo hotel, as well 
as other properties in 
Sharm-el Sheikh and tbe Red 
Sea resort of Hurghada. In 
real terms, most hotels had 
only just recovered the pre- 
GuIT war room rates at the 
time of Luxor. 

At the same time, the 
industry could be luring cut- 
price tourism, balanced by 
inflated local charges which 
discourage repeat visits. Stiff 
competition could create 
dependence on this unsatis- 
factory formula, with further 
deterioration in everything 
from food hygiene to prompt 
message delivery. This 
would make it even harder 
to get back to the higher 
spending, lower density tour- 
ism Egypt seeks. 

“It is pointless to pretend 
that we are providing a good 
service, even though many 


of us have turned our atten- 
tion towards training," says 
one bote! manager “We need 
to progress very fast in the. 
otherwise the character and 
value of the Egyptian mar- 
ket will change.” 

Time for this cultural 
change in the country's 
main service industry is 
short Capacity, at 75,000 
rooms, has quadrupled in 
the past two decades but is 
set to double again within 
four years. Some 665 projects 
are under construction 
worth E£37bn. Mr Beftagui 
says. 

The head of a big interna- 
tional construction company 
says that projects with inter- 
national backing and money 
should eventually prosper, 
and that the government is 
becoming more sensitive to 
their environmental impact 
But many hotels, he warns, 
“are going up on spec" and 
could be hit badly, particu- 
larly since many new 
entrants to the sector are 
highly leveraged. 

Mr Beltagui says many in 
the sector “do not have a 
good pricing policy", 
although he paints out that 
most hotels are run by, or 
linked to, international cam- 
parties. 

Egypt he says, Is “for, for 
from saturation". What it 
has to offs- is unique, with 
12 months of beach, a high 
proportion of the world’s 
antiquities, nature at its pur- 
est from the Red Sea reefs to 
the desert and the oases, 
and, “whichever way yon 
look at it the quality-price 
relation is favourable". 

“This is a sector of hope,” 
lie says. But for the esti- 
mated one in seven Egyp- 
tians directly or indirectly 
dependent on it hope, at the 
moment is aH they have got 


In October last year. Luxor, 
home to such wonders of 
Pharaonic antiquity as tbe 
temple at JEaraak and the 
Valley of the Kings, was 
heaving with tourists and 
celebrities as it staged 
Verdi’s Aida In the temple, 
of Queen Hapshetsut Not 
one of the suites at its 
finest hotel, the Old Winter 
Palace of King Farouk. was 
available to tbe ministers 
descending from Cairo to 
herald the renaissance of 
Egyptian tourism. 

New hotels like the 
marble and mahogany 
Sonesta, built by a 
prospero us local jeweller 
and looking over tbe fot of 
the Nile to the valleys of 
the Kings and tbe Queens, 
opened their doors in 
confident expectation of 
100 per cent occupancy 
through the October to May 
winter season. For the first 
time after tbe slump of the 
1991 Gulf War and since 
Islamist militants started 
targeting tourists in 1992, 
the livelihood of Luxor 
looked secure. 

All that aided on 
November 17 when six 
gunmen from tbe Gama ‘a 
al-IsUumyn mas sa cred 58 
tourists and four Egyptians 
at Queen Hapshetsut’s 
temple, slaughtering and 
mutilating their victims 
before being chased off by 
villagers and then cornered 
and killed by police who, 
daring tbe carnage, were 
nowhere to be seen. 

Soon after, Luxor was 
empty. Even now, 
polythene wrappers remain 
an the entrance pillars to 
the Sonesta, where the 
smell of paint lingers. The 
city's 70,000 Inhabitants 
have been left to 
contemplate raws of vacant 
horse carriages, moored 
cruise boats and listless 
feluccas, echoing hotels and 
eerily empty temples and 
tombs. 

“This is our life," says 
the food and beverages 
inaiMgpr of the Winter 
Palace. has nothing 
but tourism. 

Government attempts to 
avoid a destructive price 
war and mass redundancies 
in the wake of the massacre 
have had limited success - 
although few in the 
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industry are willing to 
volunteer information. 

Moharam HaggagL 
manager of Viking Travel, 
a leading operator in the 
UK market vital to Luxor, 
says tour operators are 
setting prices at best la 
cover running expenses. A 

package including direct . 
flights and a week's stay at 
a three-star hotel which 
sold at £460 In October is 
now typically being ottered 
at £249, he says. 

Between a third and half 
of tour operators in Luxor 
have laid off staff, although 
Viking is keeping on all its 
77 employees at half pay. 

At this end of the market, 
however, discounting will 
have tittle effect until 
direct charter flights are 
fully restored, In January 
there were only 32 flights, 
bearing 2,459 passengers, 
compared to 285 flights 
carrying 37,434 In the same 
month last year. 

The Egyptian Tourist 
Authority in Luxor hopes 
normal charter links - 
especially from the UK, 
France, Italy and Spain - 
will be {established this 
month. But by then the 
high (winter) season win be 
over. 

At the top of tbe market, 
the five^tar hotels have 
fared marginally better, 
filling some rooms with 
Egyptian visitors at the end 
of Ramadan in February, - 
and with corporate 
conference business that 
President Hosnl Mubarak 
more or less instructed 
^yptian companies to 
conduct in Luxor. 

However, this is a one-off 
effort dependent on huge 
discounts, and restoring 
normal room rates could be 
a long hanL 

Samir Azer, assistant 
manager in charge of the 
Sonesta in the indefinite 
absence of its American 
manager, hopes for 50 per 


cent occupancy by October, 
and perhaps . a ton bowse by 
8000. Howtvvr.be 
acknowledges that heavy 
discounting Is changing the 
character tourism and that 
this could make ft doubly 
difficult to rebuild rates 
and re venae*. “These are 
not people who spend, but 
occasional travellers taking 
ad vantage of rock-bottom 
rates," be rays. 

Only the Old Winter 
Palace, owned by Sofltel 
(Aceor of Franco) - which 
has two other historically 

redolent hotels; the Odd 
Cataract at Aswan and the 
Cedi to Alexandria - has 
refused to alter its rates. Its , 
staffing - or Its strict drwa 
code. "We have to respect I 
our clientele,” says 
manager Michel Baud. 

Security has greatly 
Improved since the 
massacre, wfth weU-armed 
paramilitaries and 
plainclothes police at the 

sites, the hotels, and on the 
roads at checkpoints and 
escorting convoys. Mr Baud 
says: “The best police are 
the people of Luxor - they 
are the ones who have bad 
to pay for this." 

"Things are bound to 
pick up again,” says Lomte 
Abdo. manager of the local 
Tourist Authority 
delegation, "became we 
have, and we will continue 
to have, so many or the 
world's treasures of 
antiquity.” 

But no one is expecting a 
short-term recovery. "I am 
not optimistic," says Mr 
Band. "This was a really 
big sfaodt and I think it 
will take three to five years 
- if nothing else happens. 
People need time to forget," 

All the people of Luxor 
are now praying that 
"nothing else happens” to 
farther damage the 
industry. “If it does,” "it 
will be the end of tourism 
In Egypt for a longtime.” 



Nubian foBc drummers perform at a memorial service tar those MM In the Luxor attack 
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ENVIRONMENT • by Michael Peel 


Green light still awaited 


There is a gap 
between the 
rhetoric and 
the practices 
of companies 
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A trip by train to the 
Mediterranean port of Alex- 
andria, once synonymous 
with culture and refinement, 
lays bare the effects of the 
Egyptian government's fail- 
ure to develop an environ- 
mental policy. 

The neglect is evident In 
the black fingers of smoke 
traced by the Industrial 
chimneys above the Nile, in 
the rubbish which dulls the 
glitter of the fishermen's 
catches and in the litter 
around the fort which marks 
the former location of the 
Pharos lighthouse, one of 
the seven wonders of the 
ancient world. 

The government’s recent 
actions suggest it has finally 
begun to appreciate the need 
to address these pollution 
problems. 

It recently appointed its 
first environment minister 
to pursue policies set down 
In a 1994 environment act 
The act established the 
Egyptian Environmental 
Affairs Agency to oversee 
tiie imposition of new con- 
trols on activities ranging 


from heavy industry to tour- 
ism. 

But some doubt if the 
agency is in a position to 
compel powerful industrial 
interests to comply with the 
new regulations. It is not 
independent of government 
and is short of legal powers 
and inspectors. 

The agency itself admits it 
could do with more 
resources to help enforce leg- 
islation on industrial emis- 
sions which win cone into 
force early in 2000. 

Its first two-month inspec- 
tion programme covered 
only about 50 companies out 
of a total of L000 large indus- 
trial establishments. If snail 
and medium-sized enter- 
prises and cottage industries 
are taken into account, there 
are a total of 380,000 facto- 
ries operating in Egypt. 

Yasser Sherif, director of 
the EEAA's industrial com- 
pliance unit, is confident 
that business is taking, the 
emissions targets seriously. 
Almost 200 companies, 
Including most of tbe biggest 
polluters, have submitted 
action plans to show how 
they propose to comply. 

He says that he will draft 
in the support of environ- 
mental experts in regional 
governorates to put pressure 
on companies which do not 
make reasonable efforts to 


meet emissions targets. 

“We don’t want to be a big 
bureaucracy,” he says. “We 
wish to be small and active 
and work through others.” 

But Dr Alec Estlander, 
who works with the agency 
on a pollution abatement 
project, is less confident that 
the governorates wCD prove 
effective In enforcing the 
new regulations. 

“They are very poor both 
in staff and in other capaci- 
ties," he says. "They are not 
well trained and not experi- 
enced in dealing with indus- 
trial pollution. 

“They are short of every- 
thing - telephones, office 
facilities, computers, know- 
ledge, libraries." 

Others are concerned that 
the EEAA might be reluc- 
tant to seek penalties 
against recalcitrant compa- 
nies for tear of antagonising 1 
the government, which is 
aggressively pursuing eco- 
nomic growth. 

People who work on envi- 
ronmental projects in Egypt 
commonly refuse to speak 
frankly on the record 
because, as one American 
says: “People tend to get 
very upset whenever any- 
thing critical is said.” ' 

There is certainly an air of 
nervousness about some 
who work in sensitive policy 
areas. 


JBsam eJ-Badry, director of 
the department of nature 
conservation, refuses to 
answer questions on the tele- 
phone about the damage 
caused to national parks by 
tourism, which the govern- 
ment is trying to promote. 

He will only say: “We are 
not responsible for the dete- 
rioration of the past 10 to 15 
years. We haven’t done 
much, but in the future we 
hope to do something.” 

The government's 
approach to tourism develop- 
ments will do much to reveal 
the commitment Underpin- 
ning its "recently discovered 
environmental awareness. 
Some environmental work- 
ers fear that plans for sua~. 
tamable development will be 
rendered irrelevant by the 
sheer volume of tourists 
expected at the coxal reels of 
Sinai and the Red Sea coast 
El Gouna. an east coast 
resort based around a vast 
artificial lagoon, is a case la 
point The vast luxury town, 
which will shortly be served 
by. its own airport, hospital . 
and school, is held up by 
many as a model of sustain- 
able development 
But others doubt that El 
Gouna is as environmentally . 
friendly as it seems. Michael 
Pearson, programme man- 
ager of a mainly EU-funded 
conservation project, says 


the developers have “done a 
lot” to minimise environ- 
mental damage, but adds 
that parts of the project have 
had negative effects on tbe 
surrounding area. 

“In order to satisfy the 
designer’s concept, they 
have done a lot of digging," 
he says. 

Ahmed Sultan, a project 
co-ordinator for Orascom, 
the developer, argues that 
the area was a "dead zone" 
before construction began. 

Hie says he does not know 
If the company assessed the 
potential environmental 
impact of the development 
prior to ..starting construc- 
tion. “I should know, but it 
seems as if we have a mis- 
communication," he says. 

His words reveal the gap 
that exists between tbe 
EEAA's rhetoric about envi- 
ronmental awareness and 
the cultures of even the 
most progressive companies. 

The agency and its allies 
acknowledge that business 
win only change its attitude 
if it thinks that serious pun- 
ishment awaits those compa- 
nies which do not obey the 
new controls. 

As Dr Estlander puts it: 
“My judgment is that if we 
don't get enforcement the 
credibility of the environ- 
ment wiQ be gone for quite a 
while in Egypt." . 






¥ 


lirn mi. 


4 


**• 




- 


fCr'-' 



i- • r 









^ to 

'oleito 


EgyptAlum 


'•>< 


o. , 




•r* v.iu ‘ 


Civil service 
reform is long 
overdue if the 
nation's targets 
are to be met 

Playing one game with two 
packs of cards is the essence 
of Egypt's reform pro- 
gramme. Nowhere more 
than in the overmanned, 
under-productive, cobweb-in- 
fested offices of the bureau- 
cracy is the need fbr skilful 
shuffling more apparent. 

“In Egypt we do thing s 
gradually." says Ibrahim 
Fawzi, chairman of the Gen- 
eral Authority for Invest- 
ment. “Many government 
employees look far work for 
themselves. A lot of obsta- 
cles may be removed if they 
are kept happy: But we are 
not trying to get rid of Hn»m . 
The price would be too high. 
The cure may bring with it 
another 'condition that 
would be more serious.'’ 

The authority, to which 
would-be foreign investors 


must present themselves - on 
deciding to register and 
establish companies in 
Egypt, employs 1.400 people. 
Mr Fawzi says it could func- 
tion with SO. 

Such overmanning and the 
risks involved in reducing 
this burden, have yet to be- 
addressed by the govern^ 
ment_ In some departments 
key appointments have been 
made with the intention of 
creating qaasi-parallel 
bureaucracies. 

While the old guard car- 
ries on as if the winds of 
change had never begun 
blowing, highly educated 
and underpaid technocrats 
are doing the real work. - 

“There is a limited growth 
of people now training at die 
policymaking level." says 
Mauro Mecagni, Interna- 
tional Monetary Fund repre- 
sentative in Cairo. “This is 
an important impediment to 
carrying out policy reform. I 
don’t think there is a prob- 
lem Of reform c ommitment , 
but I think there’s a problem 
of implementation capacity." 


The cost of these parallel 
systems has been kept down 
by relying on the goodwill of 
the technocrats. The prob- 
lem, will come when the cost 
of maintaining the old 
bureaucracy surpasses gov- 
ernment capabilities. 

“We have stopped employ- 
ing new people in the gov- 
ernment." says Kamel el- 
Ganzonri, the prime minis- 
ter. "Minimal efficiency wfll 
take four to five years to 
achieve." 

Meanwhile, little reform or 
vital institutions has 
place, heightening the 
importance of individual 
reformers. The removal of 
one of these individuals 
could create a serious crisis. 

“What we : need is to 
develop the institutions that 
generate economic deci- 
sions," says Youssef Bout- 
ros-Ghali. minister of econ- 
omy. “The right decisions 
were made . in the early 
1990s. Decisions were taken 
correctly. They were indige- 
nously taken decisions. But 
there was no process, so no 


repeatability. We have to be 
able to repeat it and get the 
same result" 

Mr Boutros-Ghali says he 
wants to create institutions 
that can generate these kind 
of decisions. “I want institu- 
tions - that nwripytie the new 
orientation of the economy 
to be developed." be says. 

*T want to spend lavishly 
on the institutions of gover- 
nance. because to my mind 
what caused the south-east 
Asian crisis and made it 
graduate to a catastrophe 
were fundamental flaws in 
governance, not the wrong 
economic direction.” ’ 

Criticism is mounting over 
the absence of dialogue 
between government and the 
main target of the reform 
process, the private sector. 
While a number of private 
sector-backed economic 
think-tanks operate in Cairo, 
their influence . on govern- 
ment policy Is minimal. 

“You look into each insti- 
tution. from the public sec- 
tor companies to the minis- 
tries to the big newspapers. 


y 


and you get the feeling that 
from the chairman down 
they are aH huge institutions 
with one strong man on 
top," says a leading private 
sector businessman- “Yon 
look into the organisations 
and find there is no nne to 
replace him. What if this 
man disappears to m o r row ? " 

Control of Egypt’s ref o r m 
programme has remained 
firmly in government 
A side-effect has been the 
absence of pressure far some 
of the most difficult deci- 
sions to be made. Civil ser- 
vice waste has yet to be con- 
fronted. More important is 
the Impact on economic 
reform of the work patterns 
within the dvfl service. 

“What we really need here 
is civil service reform," says 
Khalid fltaram, World Bank 
director in Cairo. “And it is 
needed in every area- The 
man providing electricity. 
The maw di gging the trench 
for the sewage pipes." 

Mr Ikram believes that 
such excessive overstaffing 
and poor pay will create 


The bureaucracy 


Turning red tape into high art 


Cairo ministry's 
foreign investor 
unit employs \ 
1,400 to do the 
work of 50-60 

During the 1980s, 
Abdel-Rahman 
Ahdel-Meguid. the late- 
deputy prune ministar, was 
fond of telling his many 
western friends: “We did 
not invent bureaucracy, but 
we've had 5,000 years to 
perfect it - to the point 
where we consider it an 
insult for anything to be 
completed." 

He would say that a new 
file, on being handed to a - 
ministry official, might 
need processing by, say, 10 
departments, from point A 
to point J, before being' 
completed and returned to 


its owner- 

However, no 

self-respecting avxl servant 
present at the creation of 
sack afile would deign to 
open ft without first placing 
it at a safe distance, whence 
ft could be observed for 
several weeks tat case tt 
showed dangerous 
tendencies, such as moving 
wftoout permission. It : 
would then be allocated a 
resting place on his desk. 

From that vantage point, 
it could be safely used in 
the construction of a 
pyramid of Similar files, or 
as a repository for dust, 
fleet, or cigarette ash. 

It could also be picked up 
and shown to any passing 
colleague before being 
replaced to gather dust and, 
if damp enough, act as a 
“wet nurse” fbr spares of 
mushr ooms.' 


After years of fruitless 
struggle, during which no 
file in any of Us ministries 
got beyond point C, Mr 

Ahriri -Rahman r udgnwl and 

emigrated to Boston, where 
he died, reconciled to the 
fact that, in Egypt at least, 
some things never change. 

Ibrahim Fawzi win - 
confirm tois.Mr Fawzi, a - 
fanner minister of industry 
and mineral wealth, is now 
the respected president of 
the General Authority for 
Investment and Free Zones 
(GAFI), part of the economy 

The sole aim of Mr 
Fawzi’s official life is to 
entice foreign i nve sto rs and 
ease their way into toe 
mainstreani of Egypt’s 
economy by helping them 
set up plants or offices to 
one of toe c o untry 's - 
numerous free zones. “Little 


Is being done to reform 
Egypt's bureaucracy," he 
says. 

“Free zones or not," 
groaned one prospective 
investor emerging into the 
tmmper-to-bumper chaos of 
Adly Street in downtown 
Cairo after a meeting with 
Mr Fawzi, “I stiD have to 
deal with the Mugamma. " 
The Mugamma is speciaL 

The mere mention of the 
ward gets the same kind of 
reaction from an Egyptian 
as the words KGB or 
Lubyanka prison can from a 
Russian. 

Dominating Tahrir 
Square in central Cairo, the 
Mugamma is the 
“headquarters" of Egypt’s 
bureaucracy - a gaunt and 
massive mon ument of 
Nasserite socialism and the 
glories of Soviet 1950s 
architecture. 


The prospective free zone 
investor was right: he can 
have his plant in a free 
zone, but, if he wants to live 
in Egypt, send bis children 
to school, get a driving 
licence or permit for a 
power or water connection, 

he cannot avoid the 
Mugamma. 

In the two years since the 
JAvamma last opened its 
doors to public scrutiny, 
two conspicuous chang es 
have taken place. Not 
improvements, changes. 

The sboeshtoe boy, who 
used to do a brisk trade cm 
the ninth floor, has h«d to 
move his stand to ontside 
the bonding. “I could not 
get a permit,” be said, 
grinning sheepishly. Does 
he have one now? He rolls 
his head and grins from ear 
to ear. Hi* shoeshines are 
still brilliant. 


delays. “The Ganzouri gov- 
ernment has been tackling 

this,” be says. "But many of 
these things yon cannot 
tackle head-on because the 
political coosequences would 
be enormous." 

Egypt's bureaucracy 
undoubtedly remains a 
deterrent to investors, whose 
needs are met with new laws 
but whose existence is 
threatened by the bureau- 
crats charged with carrying 
dot those laws. 

“These aren’t things you 
solve in a generation with- 
out causing a revolution." 
says Mr Mecagni “There is 
an extremely high degree off 
cohesion within the policy- 
making group. They will 
Implement something only 
when there is consensus. 
There is a great sense that 
particular measures are the 
initiative of toe Egyptian 
government, and not 
imposed from outside. 

“But I am concerned about 
the future, that there is too 
gman a bcudt office behind 
these reforms." 


On the ground floor, a 
large crowd gathers in front 
of four elevators. By the 
resigned look on the feces, 
some could have been 
waitin g two years. No 
change there. But above toe 
elevator doors have 
appeared great white chalk 
marks informing the visitor 
that the two Oils an the 
right go to the floors with 
even numbers and the two 
on the left to the floors with 
odd numbers. 

Innovation indeed. So 
why is everyone 
conce n tr at ed at the door of 
the lift on toe far right? 
Because after two years, it 
is still toe only one 
working. 

As Mr Fawzi says, to 
Egypt they like to do tilings 
gradually. 

Robin Allen 


Shares fallen? 
No problem 


Anyone listening to Zaki 
Abdo Bassyoni. chairman 
and executive manager of 
the Al uminium Company 
of Egypt (MISR Alumlni- 
nm/EgyptAluml could be 
forgiven for wondering 
whether the government's 
programme to privatise key 
industrial companies is not 
something of a charade. 

Certainly, the advent of 
several thousand local pri- 
vate investors on to Egypt 
Alum’s book has done noth- 
ing to blow away the cob- 
webs in the company's 
fusty Cairo head offices. 

Among loose wires and 
dysfunctional printers, a 
shouting match erupts to a 
room down a corridor. The 
secretary brushes aside the 
disruption: “A board meet- 
ing is to progress." 

Last February the state’s 
Holding Company for Met- 
allurgical Industries Coated 
3m shares. 7.5 per cent, of 
figypiAl urn’s stock in an 
initial public offering. 
HCMI set aside a further 
4m, 10 per cent of total 
equity, for EgyptAlum's 
employees, effectively leav- 
ing HCMI controlling 9£L5 
per cent of the shares- 

After being touted by 
brokers six months earlier 
at a likely price of ££75 a 
share, Egypt Alum's valua- 
tion was affected by softer 
global al uminium prices 
which had fallen by $100 a 
tonne to $1,540. still a long 
way above EgyptAlum's 
production costs of $1,220. 

In the end the offering 
was barely subscribed, 
mostly by domestic inves- 
tors, at the reduced offer 
price of E£7L25. The share 
price has since fallen to 
E£S9. 

The public issue did 
nothing to dent state con- 
trol over EgyptAlum. 
which has a monopoly of 
the domestic market, bene- 
fits from tax breaks for 
expansion projects and 
easy access to finance from 
state banks. The company’s 
share capital is E£4Q0m. 
with nearly three times as 


much in cash reserves. 

Net profits have averaged 
17-5 per cent over the past 
three years, giving a return 
on equity of almost 17 per 
cent, more than double the 
industry average, according 
to industry sources. 

Senior management, if 
Mr Bassyoni is any guide, 
reflects the corporate mind- 
set of a state monopoly, 
working to well-tried rules 
and conventions within a 
familiar political structure, 
indifferent to shareholders. 

Mr Bassyoni dismissed 
the notion that the public 
offering had turned out an 
anti-climax. “Sale of shares 
to the public is no concern 
of mine." he said. The 
share price bad fallen 8 per 
cent in the previous three 
months. “That is not my 
business." 

Mr Bassyoni’s apparent 
complacency could be justi- 
fied. As an industry special- 
ist, he is respected by his 
peers. “He runs a decent 
show." says a Gulf industry 
executive. The company 
exports 60 per cent of its 
semi-finished products and 
primary aluminium, 80 par 
cent of which go to Europe 
where they benefit from 
the European Union's 6 per 
cent preferential tariff, 
worth $100 a tonne. 

Founded in 1969, when 
Nasserite socialism still 
prevailed, EgyptAlum 
began operations in 1975. 
the year after President 
Anwar Sadat inaugurated 
Egypt's “open door' 1 policy 
and three years after he 
had expelled the military 
"advisers" from the former 
Soviet Union. 

Soviet technicians built 
the 170.000 tonnes a year 
capacity smelter at Naga 
Hamadi, north of Luxor, 
which is now running at 
183.000 tonnes. After mod- 
ernisation and expansion 
production will have risen 
to more than 300,000 tonnes 
a year with annual produc- 
tion costs cut to $1,100. 

Robin Allen 
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Voted "Egypt's 
#1 Brokerage Firm 
for 1997 "* 


Because Quality of Service counts 


INTER# CAPITAL 

SBCUR.IIIE S 

A Partnership of Excellence 


10 El Kamel Mohamed Street 
Suite #1 , 2nd Floor, Zamalek, Cairo. 

Tel: (202) 341-4690, 332-0371/2/3/4 Fax: (202) 341-5217 
www.intercapitals.com 

* AT Ahram weekly economic magazine (01/12/1998). TWs advatsemant is aimed at the institutional investor only. 
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INSURANCE ■ by Michael Peel 


BANKING * by Michael Peel 


Prospects 
at a 

premium 


Cultural and 
religious barriers 
are restricting the 
growth of the 
sector 

The mac from the Misr 
Insurance Company gestures 
proudly towards a collection 
of tarnished silver trophies. 
“We won that award 11 
years in a row from the gov- 
ernment far being the best 
Insurance company in the 
Middle East,” be says. 

Misr's run of success 
reflects the uncompetitive 
nature of Egypt's insurance 
Industry. Misr is the biggest 
of three state-owned insurers 
that dominate the market 


along with the public sector 
Egyptian Reinsurance Com- 
pany, the only professional 
reinsurer. Youssef Boutros- 
Ghali, economy minister, 
says these four companies 

account for 90 per cent of life 

Insurance business and 7040 
per cent of the non-life mar- 
ket. 

But Misr may find farther 
awards harder to come by. 
The government determined 
to develop the role of insur- 
ance in Egypt plans to pri- 
vatise the state-owned insur- 
ers and change the law to 
allow overseas insurance 
businesses to operate in 
Egypt and own majority 
stakes in Egyptian insurers. 

Mr Boutros-Ghali says the 
public pays the equivalent of 
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Moslems at prayer some see Insurance as a fionn of gambBng, which Is proscribed by Warn 


05 per cent of GDP in insur- 
ance premiums each year. In 
the US the value of insur- 
ance premiums equals 3 per 
cent of GDP. The disparity is 
partly due to income differ- 
ences. Ahmed Ezzat Ham- 
moudah, general manager of 
the privately owned 
Mohandes Insurance Com- 
pany, says few Egyptians 
can afford to fa»irp out insur- 
ance. “Do you think people 
are going to have life insur- 
ance if they don't have a flat 
to live in?” be says. 

Cultural and religious bar- 
riers also hamper public 
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acceptance of insurance, 
which some see as a form of 
gambling, which is pro- 
scribed by Islam. 

Ahmed el-Helw, managing 
director of Intercapital Secu- 
rities, a brokerage company, 
says many view insurance as 
an unnecessary expense 
rather than an pgggnHai safe- 
guard. “We think 'It's 
another form of tax we have 
to pay. We don’t know any- 
thing about the products of 
insurance.” Ffranciers work- 
ing with insurance compa- 
nies say the Egyptian indus- 
try has done little to dispel 
this view. - 

Tim Major, deputy manag- 
ing director of the Egyptian 
British Bank, says the level 
of professionalism among 
insurance companies is not 
high. “You get a quote and 
they come back and say: 
‘Our senior assessor -.has 
looked at the risk and he is 
not prepared to take the risk 
on board for the -price -that 
was named’.” 

Companies have too many 
administrators and too tew 
salespeople. Misr, for exam- 
ple. says it needs to double 
its 1,000-strong salesforce 
and cut its administrative 
staff of 3,000 by one-third: , 

Others in the financial ser- 
vices industry say insurance 
companies do not offer the 
kind of schemes that appeal 
to the customers they want 
“I have bought insurance 
outside Egypt.” says Aladdin 
Saba, managing director of 
Hermes Fund Management, 
part of EFG-Hermes, a bro- 
kerage and finance bouse. 

Insurance companies- dis- 
miss suggestions that their 
products are inferior to 
those of overseas counter- 
parts. “We are more femiRar 


with our country than they 
are,” .says Mohamad Eltesr, 
chairman of Mi$T. “There 
wifl be some competition but 
everyone will survive: The 
market is big” 

But the big insurers can- 
not necessarily afford to be 
complacent about the pros- 
pect of foreign competition. 
Misr has been sustained by 
Its E£4.5bn investments in 
property, equity and cash. 
Less than - half its TtgUOTm 
profit- last year stemmed 
from its- premium income of 
E£600nu Profits, on premi- 
ums have been squeezed by 
excess capacity. Mr Ham- 
moudah estimates the sup- 
ply of insurance is 10 times 
greater than demand. 

The companies say they 
have also been adversely 
affected by the abolition of a 
law setting tariffs for some 
types of property insurance. 
“Companies have to main- 
tain the rates and of fe r 
increased cover,” says Mr 
Hammoodah. “Or we have to 
cut premiums.” 

Downward pressure on 
prices seems likely to 
increase once foreign insur- 
ers start to exploit Egypt 
Observers foresee mergers 
; between Egyptian companies 
and say smaller insurers 
may struggle to survive. 

- Mr Saba says file domina- 
tion of the state insurers 
might buy them enough 
time to make the changes 
needed to compete with 
overseas rivals. “The foreign 
.companies will kill them,” 
he says. “But they win not 
go bankrupt as they will 
have time to regroup. The 
three big guys win remain 
the three big guys one 
or two private guys are 
going, to be in bad shape.” * 


Excess capacity . 
means mergers 
are inevitable 
among smalle r 
institutions 

Egypt’s banks face the 
prospect of a wide-ranging 
regulatory sbakeup prior, to 
privatisation . of one or more 
.of the four grant public sec- 
tor operators. 

"We are hoping to review 
the whole banking law,” 
says Dr Ziari Bahaa-Eld in, 
legal adviser to the Miniatar 
of Economy. “Parts of our 
law go back to l957, taking 
in the period of foil national- 
isation as wen as the current 
liberalisation. We would like 
to compare the law with 
modem laws elsewhere in - 
fhe world.” 

Dr ftahnw-ftWm d eclines to • 
set out a timetable for regu- 
latary reform. He says thd 
review is a' prerequisite for 
any state bank sale. • 

His remarks seem to con- 
An n suspicious in the finan- 
cial services industry that 
the government is delaying 
the start of the privatisation - 
it hag promised. Some bank- 
ers already predict a lengthy 
postponement. 

“I don’t see the real priva- 
tisation coming for six to 
seven years,” says the direc- 
tor Qf «na foreign Hanlf in 
Cairo. 

The wait will add to the 
anticipation of investors 
eager to buy into 
which enjoy a near-oligop- 
oly. According to research 
by Fleming Mansour, the 
four public sector banks 
together account for 70 per 
cent of commercial bank 
assets, 68 per cent of loans . 
and 60 per cent of deposits. 

In addition, the state 
Kmta frnld gfolrp* fo s/rmo of 
their private sector counter- 
parts. Dr Bahaa-EIdin says 
the public sector frank* are 
limited by law to 40 per cent 
holdings, although amp of 
them effectively own larger 
s takes. : . . 


- The government’s cautious 
-■approach- to -the sell-off is 
consistent with its handling 
of the privatisation of other 
state-owned companies., 
Christopher Vaughan, man-, 
aging director of the HSBC 
Investment Company Egypt, 
says the -government is wor- 
ried about the job cuts 
which’ will almost inevitably 
follow privatisation. - 
’ _ He- says: ‘There are going 
to be social costs to the pri- 
vatisation process and the 
politics of privatisation are a 
nightmare” 

The government may also 
need time to restructure the 
banks’ finances in prepara- 
tion for a sale. Many observ- 
ers -say the public sector 
banks , suffer from a rela- 
tively high proportion of 
- non-performing loans as a 
result of lending money to 
loss-making state industries. 
..Mr -Vaughan says: ”1 took 
at. the banks’ involvement in. 
some big projects and 1 took 
at ' the relatively small 
.amount of project .finance 
that has ctene from oiitade, 
-and 1 wonder about the 
Egyptian economy's expo- 
sure to itself." 

Operationally, the outlook 
few the state banks is health? 
tor ,- even ifrrwiffi thorr- mirr . 

kst share is in decline . • 

• Banque Misr and. the, 
National Bank of Egypt win 
praise from their competi- 
tor for significantly improv- 
ing their performance. The 
National Bank of Egypt has 
successfully wwrinrfwi credit 
cards and Banque Misr has 
developed an extensive net- 
: wbrk of automated . teller 
machines. ■’ 

“Banque Misr and . the 
National Bank of Egypt have 
home a. king way and . they 
are seriously competing,” 
says Tim Major, deputy man- 
• aging director of the Egyp- 
tian British Bank, -- .- 

Like many others, , he 
. thinks that the g over nm ent 
may lead into full privatisa- 
tion of the industry by merg- 
ing Banque du Cairo and 
Bank of Alexandria, the 


other two public sector 
banks. 

' Mergers are seen as inevi- 
table In an industry which is 
experiencing low margins on 
'lending as a result of Excess 
capacity. 

Fleming Man sour says 
Egypt bas 60 commercial 
banks, 35 of them locally 
incorporated and 21 of them 
branches of foreign banks. 
“All the' small banks are 
. now growing.” says Ahmed 
el-Helw. managing director 
of Intercapital Securities. “I 
wouldn't say that the quality 
of service has improved tre- 
mendously. but at least now 
the standards and norms of 
the industry are known. The 
margins are narrowing 
down.” . 

The industry’s profitability 
has been further under- 
mined by a recent govern- 
ment effort to cut down tax 
avoidance. Banks are no lon- 
ger able to swap profits for 
tax-free interest income from 
. treasury bills and govern- 
ment securities. 

Fleming Mansour- predicts 
.that in the medium term cor- 
porate taxes paid by banks 
wtil probably rise from zero 
to 24 per. cent, the average 
for nan-bank stocks. 

Qssama Nassar, managing 
direct® of Fleming Mansour 
Egypt, says -the regulatory 
ehange bas forced banks to 
improve earnings from their 
. normal business. 

But the pace of develop- 
ment is steady rath® than 
spectacular after a number 
of years of rapid change. 

Since .1991. exchange con- 
trols have been abolished 
HTwt company credit 
scrapped. Foreign banks can 
now deal in Egyptian cur- 
rency and fully own local 
subsidiaries. 

The banka are waiting for 
the tnrmnil to begin again 
when details of privatisation 
and regulatory change are 
announced. As Mr el-Helw 
puts it: “Commercial bank- 
ing is developing, but noth- 
ing new. no thing serious. No 
sharp, movements,” 


PRIVATISATION > by Mark Huband 



convince 

investors 


The government's: 
lack of faith in 
market forces has ' 
been holding 
back progress 

Time has so Car been on the 
side of Egypt's privatisation 
programme. 

Battling the accusation 
that it has lost its nerve, the 
government has neverthe- 
less faced the increasingly 
difficult task of convincing 
investors that it is Indeed a 
“programme" for which 
there is a clear timetable. 

Now time is running out if 
the benefits are to be real- 
ised and the needs of the 
market met 

The government has set a 
target of privatising 10 com- 
panies a quarter during 1998. 
Similar targets have been set 
since the privatisation pro- 
gramme was launched in 
earnest in 1996 bat have 
rarely been adhered to. 

Shares in 87 public sector 
companies have now been 
sold, a mere nine as majority 
sales to anchor investors. Of 
the rest the state remains 
the largest single share- 
holder in 39, has sold 16 to 
employees, liquidated 14 and 
retains significant share- 
holdings in the rest 

"There is a strong political 
will to privatise, and 1 have 
clearance to sell up to 90 per- 
cent in everything except 
pharmaceutical companies 
and flour mills," says Atef 
Obeid, minister for public - 
enterprise. “But the course 
of movement and the speed 
is always determined by the t 
quality of performance you 
want to achieve. 

Mr Obeid says this means 
maximising the value of 
sales to relieve the burden of 
debt and finance labour' 
restructuring. He adds that 
lack of confidence in the 
economy was a disincentive 
to investors until recently. 

Changing public percep- 
tions has also been neces- 
sary. he says. “The publip 
were told for more than 20 
years what the building up 
the public sector meant for 


Egypt Telling people that 
what they have been told is 
no longer true is not easy," 
he says. 

Anxiety bas hampered pri- 
vatisation despite the gov- 
ernment now having earned 
E£7.6bn ($2^bn) : from the 
proceeds. While the govern- 
ment may have tentatively 
liberalised the economy, it 
has not liberalised political 
control and has retained' 
more than a whiff of autoc- 
racy. 

Central to its strategy has 
been a readiness to debate 
only as long as it is allowed 
to win the arguments. Crit- 
ics am nmg parliamentarians 
and the media say assets are 
being sold too cheaply. 

“This accusation damages 
our reputation,” says Mr 
Obeid. “Even with our presi- 
dent and prime minister in 
favour of change, it’s not 
enough [to convince public 
opinion]. 

“The solution to this is 
time. But you have to set a 
date to complete the process. 
F® us that date is 2000. hi 
the meantime, yon cannot 
sacrifice the price?’ 

Few MPs and certainly 
even few® in the media 
have any real idea as. to 
whether assets are being c®- 
rectly priced, as the pricing 
mechanism itself is far from 
transparent 

However, the issue bas a 
serious. impact on the fore- 
casts .that players in the 
growing , financial services 
sector are increasingly eager . 
to make. “Price isn’t the key, 
but privatisation stumbles 
on the thorny Issue of price,” 
says Christoph® Vaughan, 
managing director of HSBC 
Investment Banking in 
Cairo. 

“It is a lack of experience. 

It is one of the areas which 
makes. Egypt, an emerging 
market. Pfice-eamings-based 
valuations are not the 
answer to .everything," he- 
says. 

Two recent privatisations 
have . exposed the govern-:, 
mart's vulnerability to the 
pricing issue. The issue of 
shares in the Egypt Alumin- 
ium company was dramatic- 
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ally undersubscribed due to 
overpricing when a down- 
turn in world pries was 
e x c lu ded from calculations. ‘ 

Later, the^ pricing of 
licences- f® two privately- 
run Global System for 
Mobile telephone networks 
was seen as having paid 
scant regard to.any realistic 
calculations as to real worth, 
with decisions bawd on the 
private sector’s readiness to 
pay. : . 

“The people in the govern- 
ment who are doing the pri- 
vatisation are not experts. 
They are government offi- 
cials,” says Ahmed. el-Helw, 
mana gi ng director of Inter- 
capital Securities, a frwdfog 
Calrosecurities -broker. “We- 
have a tot of faith in the 
government’s -commitment 
to privatisation.” But if they 
make the mistake of being 
too slow -it will bring the 
whole thing down. to the 
ground.” 

Others, however, regard, 
file rapid awarding of the 
mobBe .telephone licences as 
a sign of the government’s 
readiness to.net quickly to 
exploit market conditions. 
The two licences earned the 
government a total $i.osbh 
in royalty foes. 


“What the telecoms sales 
have done is to lead the big- 
gest {overseas] investment 
banks to think that Egypt 
has arrived,” says Mohamed 
Younes, chairman of Cairo 
fund manager Concord Inter- 
national Investments: 
“These firms are sensing 
that Egypt is ge ttin g to the 
size where it is worthwhile 
for them to look at it." 

Even so, privatisation is 
increasingly functioning as" 
the government's cash-cow. 
Its retention, qf control over 
the part-privatised public 
sector reflects not only a 
centrist -streak but also a 
lack of. faith In market 
forces: “Tfreproblem is in 
the pricing policy." says 
Mohamed Taymour. chair- 
man of EFG Homes, Egypt’s 
leading, investment hanking 
house.. “It needs to be more 
fleriUe- ft has to respond to' 
market conditions. If you are' 
seQliig at a time when the. 
market- jsjew., you have to 
"be prepared 'to sacrifice 
either .price or quantity. We 
®e -beginning to see .some 
signs bf inflexibility.’ 1 _ - 

And, while encouraging 
private sector involvement 
’in utilities' has created an. 
arena for investment, it has 


helped the government put 
off definitively landing- the 
boil of public, sect® eco- 
nomic activity. 

“What we are doing now 
will give os a chance to 
accelerate the privatisation 
process.” says Kamel el-Gan- 
zourt the prime minister. 
“The function is to help to 
create a new climate for the 
private sector. I will keep 
myself and the government 
in charge of specific areas 
like edneation, health and 
social requirements. But, 

. when you are talking about 
production.' we will keep it 
for the private sector.” 

Doubts as to the extent of 
the government's confidence 
-in tiie private sector - have 
emerged as its failure to for- 
•' malise a dialogue has 
become more apparent 
... “Everyone in the govern- 
. menf is too scared to take 
-the right decision,” says 
Ahmed Zayat, chairman of 
A1 Ahram Beverages, priva- 
tised in 1997 as the first 
highly successful sale to an 
. anch®: investor. “They are 
scared of doing things 
.because they are; scared of 
being accused of corruption. 
.This slows things, signifi- 
cantly:." 
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Creating the 
capacity to 
handle large share 
issues is now the 
priority 

Extricating itself from the 
shackles of antiquated 
bureaucracy while stream- 
lining regulation through 
prudential legislation, the 
Egyptian capital market is 
the engine whose strength 
and speed, will determine the 

- country's industrial fut ur e. 

Within three years it has 
hoped that stock market cap- 
italisation will more than tri- 
ple its present $20 ^bn level 
to reach $70bn475bn. 

- By so doing it is hoped 
interest rates, now around 9 
per cent win fall to allow an 



increase in hank lending and 
thereby create an entirely 
new corporate band market 

Creating the capacity to 
handle large share issues,, 
particularly in the Hght of 
the growing likelihood of ' 
utilities privatisation In the 
coming years, is now the pyi- 
°ti*y. 

The recent heavily over- 
subscribed issue, of shares in 
mobile telephone companies 
revealed the grtent of inves- 
tor interest and the avail- 
ability of liquidity. 

Infrastructure changes . 
.within the capital market 
the growing flexibility of 
banks as lenders and.inves-- 
tors through investment 
funds and the capacity of the 
fle d gli n g brokerage business 
to handle large volumes are 
now the preoccupations. 


‘‘We have now to press tor 
am acceleration of, infrastruc- 
ture changes to be able to ' 
cope with the large issues 
that are going to-come, " says 
Sherif Raafat, cbanunan of 
the - ' Egyptian Stock 
Wrehnry gP. 

“When we started die {reg- 
ulatory] Capital Market 
Authority wanted to do 
everything. Now the ESE is 
becoming the driving force. 
We axe an incubator.” . 

Tbe ESE has taken cm the 
role of policing the stock 
exchange. A complete over- 
haul of its functions has 
been launched since Mr Baa- 
fat was appointed last year. 

A computerised surveil- 
lance system -is to be 

hWhiT|fwi anil flu> iti«gmim». . 

don of reliable market infor- 
mation is to become routine. 


However, other /concerns 
remain. 

"... “The. most dangerous ele- 
ment is the Capital fnrrrmla 

[for financial intermedi- 
aries l”' says Ashraf Shams 
Eldin. CMA deputy chair- 
man. “A decision, has to be 
.■made csn what should be tbe 
miftiBinni capital as cases 
- cduld ari% where the assets 
and habihty of the compa- 
nies arethe same. 

“We are following this. 
Tbe issue requires continu- 
ous Inspection, collective 
inCTTftnffp {Or all brokerage 
firms to cover their profes- 
sional liability, a guarantee 
fund and a compensation 
fund, for investors in case of 
broker bankruptcy.” 

Infrastructural reform 
may raise the heat Mo the 
“incubator - , but finding the 








food to nourish the market 
remains the greater chal- 
lenge. 

Fourteen brokerage com- 
panies sow have 70 per cent 
OT the business despite the 
CMA having registered a 
total 200 ffrarietai intermedi- 
aries. The 30 largest brokers 
have only 300,000 accounts 
while 66 per cent of trade is 

in hnliWnp Of l* 1 *^ than 50 

shares. 

Tbe emphasis is now on 
encouraging the growth of 
mutual funds, of which 19 
are investing in tbe Egyp- 
tian Tnarfrp* as a measure 
intended to encourage 
Egypt’s 1.8m individual 
investors to spend more and 
widen tbe investor base. 

Opinions vary widely as to 
how fast the capital market 
can be expected to grow. 


“The individual investors 
left the market last year. 
They began selling, - says 
Mohaaed Taymour, -chair- 
man of EFG-Hermes, a lead- 
ing Cairo brokerage and 
investment bouse. 

“Local retail investors 
have been net sellers in tbe 
past year. If you want them 
back you will have to wait 
Usually they come when the 
market is close to peaking. 

"There are still a couple 
more years to go before the 
idea of mutual funds reaDy 
becomes established." 

He predicted that the capi- 
tal market might have the 
capacity to contribute 2-3 per 
cent of GDP three years 
from now, far below CMA 
hopes of 15 per cent 

Onshore and offshore 
mutual funds are currently 
managing investments of 
almost $2bn in Egyptian 
stocks. 

Despite a slowdown in pri- 
vatisation in the second half 


of last year, foreigners 
remained net buyers for 14 
of the past ]5 months, buy- 
ing $L3hn worth of shares 
and selling $2.4bn. 

While buyers may remain 
numerous, what is required 
is something to buy. Disap- 
pointment has surrounded 
the reluctance of no more 
than a handful of Egypt's 
private, family-owned com- 
panies to offer their shares 
on the Stock exchange. 

Though this is partly 
explained by the unattrac- 
tiveness of price-earnings 
ratios of nine, the attraction 
of the capital market as a 
source of investment finance 
has in fact still not cemented 
itself in the hearts and 
minds of the country's pri- 
vate sector. 

“For most of 1996,97 Egypt 
was primarily a retail mar- 
ket.** says Mr Raafat “Fund 
managers were positive 
investors. The challenge Is 
to get more depth." 


Such is the speed with 
which the capital market 
has evolved in less than two 
years, the relative absence of 
market depth has not 
detracted from the pursuit of 
real breadth in the mean- 
time. 

Egypt does not merely 
have a capital market to 
speak of - it has the mak- 
ings of a substantial finan- 
cial services sector, in which 
seven applications for previ- 
ously unheard-of venture 
capital funds have been 
lodged and five underwriters 
licensed. 

“The capital market 
accounts for -17 per cent of 
capital formation.” says Mr 
Shuns Eldin. “Savings really 
are going into the financial 
sector. 

"The financial sector could 
contribute up to 15 per cent 
of GDP. Is there a financial 
services sector? l can’t say 
no. judging by the services 
being rendered.” 


PROFILE 


lntercaprtat Secwities 


Appetite for a big deal 


Waiting for the floodgates 
to opoi is a daily 
preoccupation for tbe 
young, smart traders who 
symbolise Egypt’s move 
towards creating a vibrant 
financial services sector. 
Appetites have been 
whetted and. while some 
big deals have been struck, 
many more are awaited. 

As fast as the capital 
market has emerged on the 
financial horizon, so the 
institutions whose energy 
will determine its character 
i have created a local market 
with a global outlook. 

Ihe task is formidable, 
i and only the serious 
players are likely to last 
i long. “What we are doing is 
investing heavily in our 
own infrastroctrure to try 
to infiltrate >iwr i» and 
enlarge our base of clients,” 
says Ahmed el-Hriw, 
managing director of 
Intercapttal Securities. . 

In tiie 16 months since it 
began trading the company 
has secured 21 per cent of 
Egypt’s brokerage market 
and has been involved in 60 


per cent of the privatisation 
issues at tbe heart of 
government economic 
reform since 1996. 

Juggling the need far 
rapid growth in capability 
and credibility with the 
need to keep an eye on 
prospects for the market 
has become more 
complicated in the face of 
tighter regulation of tbe 
brokerage business. 

The aim of the regulation 
to, brokers say, in part 
intended to sort out those 
among tbe 140 registered 
brokers capable of taking 
on serious business from 
those who should merge or 
go to tbe waQ. 

At present 70 per emit of 
the Cairo brokerage 
business is in the hands of 
10 per cent of the brokers. 
Intercapital Securities, with 
a staff of 48, is seeking 
market dominance through 
a mixture of High quality 
service and a local and 
foreign mixture of clients of 
28-72 percent 

Fifty-one per cent owned 
by CfiC, a leading Cairo 


investment bank, and with 
ING Barings in the final 
stages of securing 29 per 
cent of the company. 
Intercapital's sound 
financial base has been 
complemented by the 
chance to exploit its foreign 
partner's training facilities. 

The task facing brokers 
has been to offer a credible 
service when handling 
privatisations while 
seeking to broaden the 
shareholder base. Most 
challenging, however, has 
been convincing tbe private 
sector it shonid open its 
doom, dilute its ownership 
and sell its shares. 

In this environment 
Intercapttal has prized open 
doors behind which private 
sector companies have 
hidden for years. 

“We have a quality 
service, providing clients 
with information that is 
credible, drawing on what 
we think Is tbe best 
(company] research 
department in Egypt which 
we have created ourselves," 
says Mr ei-Hetw. “We have 


set new standards of 
execution and have created 
a [market] reporting system 
to keep our clients 
informed." 

Strategy in the rapidly 
changing Egyptian market 
is dominated by the ability 
to react to new conditions. 

A year ago the government 
appeared intent on 
accelerating privatisation. 
In the past six months the 
pace has slowed. 

Meanwhile, private, 
family-owned companies 
have slowly emerged from 
their cocooned existence 
and sought finance on the 
stock exchange. 

“The private sector isn't 
very active, but it is getting 
there and is the driving 
force on the market" says 
Mr d-Helw. “Tailoring 
company strategy and style 
to tbe variety of private 
sector clients now 
dominates. We have our 
own strategic goals. We are 
looking at the market as a 
field to invade." 

Mark Huband 


On the move: a complete overhaul of stock market functions to been tatmefiad 
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POLITICS OF THE NILE • by Mark Huband 


Thicker than blood 


The water flowing 
down the River 
Nile is the key to 
foreign policy in 
the region 

Throughout a decade of 
tension between Egypt and 
Sudan over the issues of 
Islamic fundamentalism and 
border disputes, engineers 
from both countries have 
carried oat a daily inspec- 
tion of the water level at the 
Aswan High dam in 
southern Egypt 
In accordance with a 1969 
agreement Egypt is permit- 
ted to allow 55.5bn cubic 
metres to pass through the 
dam . When this level is 
reached, the sluices are 
closed - without argument 
However, the development 
of plans to exploit the river 
and the availability of mare 
investment capital allowing 
projects to be realised, have 
heightened the stakes and 
are likely to wield increasing 
influence on the regional 


policies of the 10 Nile ripar- 
ian states. 

The rivers that tumble 
from the Ethiopian high- 
lands to form the Blue Nile 
are reckoned by technical 
experts seeking to draw-up a 
development masterplan for 
the Nile, the Nile Basin 
Action Plan, to hold suffi- 
cient hydro-electric power 
potential to provide electric- 
ity to every home in Sudan 
and Egypt Sudan's southern 
Sudd swampland. If the 
White Nile was properly ini- 
gated, could make one of 
Africa’s poorest countries 
self-sufficient in food. 

The potential for power- 
pooling is vast At present 
Egypt is planning to divert 
5.5bn CU m of water annually 
from the Nile basin along a 
new canal being built at 
Toshka in southern Egypt 

To meet this need, and to 
allow irrigation of reclaimed 
desert land elsewhere, it will 
need to find an extra 
15bn cu m through either 
recycling or new allowances. 

While Egypt has developed 


a strategy for securing part 
of this increase - by better 
water re-use, canalisation 
projects it intends to com- 
plete in Sudan and careful 
water management - Ethio- 
pia complains that Egypt is 
not allowed to divert water 
from the basin, even when 
that water is already inside 
Egyptian territory. 

The issue of water is the 
largely unacknowledged cen- 
trepiece of Egypt's policy 
towards its southern neigh- 
bours and lies behind its dip- 
lomatic Initiatives in the 
region. “What we are facing 
is an important issue. We 
are looking to avoid a cri- 
sis," says Amr Moussa, 
Egypt's foreign minister. 
“There has to be a scheme 
based on good relations and 
co-operation." he says. “That 
is why stability is important. 

“The partition of Sudan 
would militate against thig. 
Water is one of the issues 
involved in the issue of 
peace in Sudan." 

For the first time since 
Sudan’s civil war was reig- 
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nited in 1981, Egypt is 
actively involved in broker- 
ing talks between the war- 
ring sides. Furthermore, it is 
trying to' find a solution. in' 
the civil war in Somalia, an 
involvement regarded by 
regional states as further 
evidence of Its wish to assert 
itself among the states with . 
whom tt must deal if it is.to. 
renegotiate the Nile water- 
sharing agreement 

By assisting In Somalia, 
which is not a riparian state, 
Egypt is cementing its rela- 
tions, with interested states 
such as Kenya and Ethiopia, 

which are. 

“The reality we face today 
with regard to the Nile 
waters, and the future pros- 
pects If the present trend 
continues, is a free-for-all 
scramble," says Mohamed 
Hagos. chief engineer at 
Ethiopia's ministry of water 
resources. 

Ethiopia's desire for a 
greater role in the manage- 
ment of the region's water 
resources stems in part from 
the very existence of Egyp^ 
tian-Sudanese co-operation. 
Ethiopia could have signed 
np to the 1959 agreement but 
chose not to. TO this day it 
has no official water quota 
despite being the source of 
the Blue NOe. 

Need may play a grow in g 
role in determining the 
future ties of regional states. 
But more important than 
need is potential 



Plans to nqrioit the Nfla and the waBsMBy at b i wafan ant capital are Mealy to srieM i nc re a sing influence on rayonai poficies r*? 


The Nile, a 6,058km water- 
way, has the potential for 
turning desert and swamps 
into the fertile breadbasket 
of north-east Africa and 
much of the Middle East. 
Friction, while accompanied 
by a degree of co-operation, 
is likely to mount as plans 
for a basin-wide develop- 
ment strategy evolve. 

Tecconile, a grouping of 
engineers from the 10 ripar- 
ian states advised by the 
Canadian international 
Development Agency, the 
UN. Development Pro- 
gramme and the World 
Bank, has spearheaded tech- 


nical assessments of the 
basin's potential. 

Negotiations over the plan 
will become increasingly 
political when Egyptian 
hopes of reducing its reli- 
ance on the Ethiopian- 
sourced Blue Nile in favour 
of the Sudanese-sourced 
White Nile emerge in the dis- 
cussions. 

Annual lo s s through evap- 
oration from the Blue NDe 
amounts- to about Ttmcum. 
Egyptian-backed plans for 
cflnaHsfltirm , dam' construc- 
tion and -improved drainage 
in Uganda Sudan are 
intended to cut annual 


losses through evaporation 
of I35bn cu m~ from the 
White. Mle. by. 105bn cu m. 

Egypt hopes to renegotiate 
its annual, quota an the basis 
of increased flow- from the 
White Nfle. Alone among the 
Nile states, it has the eco- 
nomic weigbt to procure the. 
necessary investment for the 
projects, which will bring 
this Joss reduction. 

. While it is unlikely to act 
as-lhe heleagered Sudanese 
regime’s banker, it can use 
its influence to . dilute 
Sudan’s international isola- 
tion in order to procure 
investment' and improve 


S udan’ s, position in the eyes 
of bilateral donors. 

Ethiopia, which backs 
exiled Sudanese opponents 
of the regime in Khartoum, 
is likely, to regard such 
developments as self-inter- 
ested Egyptian meddling 
intended -to strengthen a 
regime in Sudan of which 
Addis Ababa is. Immensely 
suspicious. 

Water, it appears, may 
become thicker than blood 
as the politics of the region 
come increasingly to be 
drawn on the basis of shared 
resources rather than ideo- 
logical differences. 
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Opening up new frontiers 


Thirty feet down on the dry 
concrete base of an 
unfinis hed nmai in the 
middle of southern Egypt’s 
baking desert swirling 
gnsts of wind tear at the 
fragile stems of newly 
planted trees and shrubs. 
Mini san dstorms erupt 
every time a vehicle moves 
and massive black sheets of 
polyethylene flap and howl 
in the wind. 

This is the Shaikh Zayed 
canal. To the west 
unrelieved desert kliw lriipn 
across 5,000km and six 
countries to the Atlantic 
coast Cairo is 1,000km to 
the north, the Bed Sea more 
than 400km to the east 
across barren »nann#ntt« 
ridges. No railways and few 
roads penetrate this cruel 
environment With good 
reason did the ancient 
Pharaohs keep to the banks 
of the NOe. 

But the new Pharaohs - 
President Gamal Abdul 
Nasser in his day, and 
Hosni Mubarak now - have 
had other ideas: man must 
control the waters and the 
wilderness so future 
generations of Egyptians 
can settle and turn the 
desert green. It is a vision 
on a grand scale, but one 
many Egyptians believe is 
part of their 5,000-year-old 
birthright 

The name of this dream is 
bland: the South Valley 


Development Project 
(SVDP). This 20-year 
programme- inaugurated 
by President Hosni 
Mubarak last January and 
costing an estimated 
£E300bn — aims to tnm this 
wilderness into lmaoes of 
irrigated fields for crops 
and orchards for olive, 
vines fr uits , medicinal 
herbs, ml seeds and 
livestock. The government 
is committed to spending 
£E60hn-90hn and hopes the 
rest wlfl be financed by 
local and foreign investors . 
in agriculture, construction, 
industry, i»ifr»**itwn*tiTr» md 
tourism. 

Local officials, quoting 
public works ministry 
figures, say that every 
irrigated acre wifl create 
4.6 job opportunities at a 
cost of $5,000 an acre. 
Critics deride job 
opportunity estimates as 
“bureacratic pipedreoms" 
while they say the financial 
costs could be four times 

jfflqgj fgnmtgg. 

Spo ke smen for 
international agencies, who 
say they have not yet been 
approached over possible 
financing, are maintaining 
“a thundering silence" over 
the whole scheme. 

The SVDP Is the core of a 
more ambitious plan to 
increase inhabitable land 
across the country from 3 
percent to 25 per cent. To 


do tide, cultiva table land 
has to be increase by 3m 
acres to 10.5m. 

At the heart of the SVDP 
project is Lake Nasser, the 
world’s largest man-made 
lake containing 5540m 
cubic metres of unpolluted 
water stretching more than 
500km from President 
Nasser’s Aswan High Dam . 
in tiie north deep into 
Sudan south of Wadi Haifa. 

The canal is its main' 
artsy. Through it wfll pour 
&5bn cubic metres of water 
annually from Lake Nasser 
with the help of gi«Trt _ 
pumped into the new 
waterway by a giant 
pumping station on tiie lake 
share at Toshka. Costing 
5440m, it will built in four 
years starting this month 
by a consortium led by 
Norway’s Kvaemer 
Construction International. 

The dream is that when 
completed tt will run 310km 
north by north-west to the 
oasis of Baris and possibly 
even farther, on through 
Kb a rga «nd Dakhla to 
Farafra. nearly 1 , 000 km 
from Lake Nasser. 

But the canal may not be 
needed beyond Baris, for 
satellite Imagery has 
revealed the existence of 
vast aquifers under the 
area, containing an. 
estimated 74)00 times the 
volume of water in lake 
Nasser. Host is too deep to 


M i w M- i economically , bat 
the water at 80-150 metres . 
belowground amounts to 
an estimated MKHm cubic 
metres, four times the 
volume 4>f water in Lake 
Nasser. 

TV> the relief of many 
Egyptians, suspicious of the 
potential costs of ■' 
presidential "dreams", tiie . 
Toshka project has been 
divided into stages with the 
first stage itself divided 
into two phases. 

The first 30km phase, 
named after Sheikh Zayed, 
tiie ruler of the off-rich Gulf 
state of Abu Dhabai — “in 
recog nit i o n of the s u pp o rt . 
he has given Egypt over the 
yean” say local officials - 
is well advanced. By the 
beginning of April, 4,500 
workers had cut 24km of 
the canal, although only six 
of these had been 
waterproofed. 

The next phase, extending 
the canal another 30km, 
will indode bufldtng four 
brandies off the canal, one 
of them for pr ospec tiv e 
Saudi investor Prince 
AtWaleed Bin TalaL to 
irrigate 600,000 acres on 
either side. 

To encourage investors, 
the government is offering 
a 20-year tax exemption, and 
zero customs duties an 
imported capital 
equipment Local 
companies can buy land at 


$14L5 an acre. Foreign 
. -companies can rent land for 
up to 49 years at $3 an acre. 

Some investors are rising 
to the bait The most 
notable is Prince Al-Waleed, 
whose Kingdom 
Agricultural Development 
Company .Egypt QKADCO), 
could invest tUm, Including 
the purchase of 416,000 
acres, to build 
self-sustainable 
communities, including 
mosques and hospitals^ 
where up to 30^)00 people 
could live. . 

The prince’s decision 
depends on a report being 
prepared by management 
consultant Arthur 
Andersen. Key issues 
indude price of the land, 
soil studies and the quality 
of roads. KADCO has 
already found “a strong 
supply of ground water". 

Getting Prince Al-Waleed 
an board would be the kind 
of publicity the government 
is looking for to confound 
its critics. “Every new 
scheme win to have its 
sceptics," says John Elgin, 
an Australian desert 
irrigation specialist with 
Arthur Andersen. "But we 
are negotiating with the 

giiiw riNHWit to wmfcf thfi 
development viable, and we 
see It as a commercial 
proposition.” 

Robin Allen 


MEDIA* by David Gardner 


The state goes on the offensive 
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The government 
has started to 
tighten its control 
over the written 
press 

The crowded river banks of 
Cairo have suffered much 
architectural abuse. Bui out- 
standing in its utilitarian 

n gtinwR is an InthnWaHng if 

ramshackle edifice that 
would not look out of place 
in Cold War east Berlin or 
Bucharest. Invariably 
flanked by armoured person- 
nel carriers, this could be a 
presidential office; a prime 
ministerial annex; the seat 
of an intelligence service. 

It is none of the above, for 
it is the Television Building 
- the sort of fixed strategic 

asset that low-tech coup 
plotters would have once 
headed for to proclaim their 
countrymen's liberation. 

The building, housing part 
of the Egyptian state's appa- 
ratus of media control as 
well as broadcasting facili- 
ties, is emblematic of the 
pre-modem mindset an the 
media of a government oth- 
erwise committed to reform 
and modernisation. 

Reflecting this attitude 
was the launch two weeks 
ago of Egypt's first satellite, 
the *lG0m NUesat 10L, with 
capacity to beam 84 channels 
across the region. But 
although it was hoped this 
would be a lever to break the 
hold of Saudi Arabia on 


regional broodcasting. Nile- 
sat, owned by a consortium 
of the communications min- 
istry, state banks and an 
army-run arms manufac- 
turer, will be barred to pri- 
vate broadcasting, yet to 
arrive In Egypt. 

More distorting is the gov- 
ernment offensive against 
the written press, which has 
seen the imprisonment of 
three leading journalists this 
year with 34 others awaiting 
sentence, tiie closure of the 
independent weekly AI-Du 2 - 
tur, and a ban an over 30 
weeklies anrl magnum*! 

No single reason explains 

the dampdown, or indeed 

other government moves to 
further restrict freedom of 
expression and organisation. 

Over the past six years, 
the regime has faced a 
low-level Islamist insur- 
gency, led by the Oama'a al- 
ls lamiya with episodic 
attacks by Islamic Jihad, the 
group which in 198X assassi- 
nated Anwar Sadat, Presi- . 
dent Hosni Mubarak’s prede- 
cessor. 

But the security. forces - 
by using massive force 
against militants, sympathis- 
ers, suspects and their fami- 
lies - had largely confined 
the violence to a sn«l! trian- 
gle in Upper Egypt 

The government has been 
as implacable with the more 
mainstream pan-Islamic : 
Moslem Brotherhood, inter- 
vening to ensure their defeat 
in the professional' unions 
they dominated, shutting 


them out of electoral politics 
and jailing their new genera- 
tion of leaders. 

True, the Gama’a and its 
sympathisers have staged 
three devastating attar-lot on 
tourists, culminating in tiie 
Luxor massacre of 58 for- 
eigners and four Egyptians 
last November, badly dent- 
ing the authorities' trium- 
phal claims that they had 
defeated the fundamental- 
ists. But the medium of the 
Islamist militants is the 
mosque, not the media, 
where they are largely con- 
fined to the crime pages. 

Of the journalists so far 
jailed. Magdi -Hussein and. 
Mohammed wnai , editor and 
reporter respectively an At 
Sha’ab, a paper dose to the 
Brotherhood though regis- 
tered to the Labour party, 
were sentenced for allega- 
tions of corruption against 
tiie son of the forma- Inte- 
rior minister - sacked after 
the ijhvim* MMag s. 

They were not allowed to 
produce evidence that -they 
said proved -their case. 
Gamal Fahml, a Nasserist 
journalist on Al-Arabi and 
editor of Al-Destour was 
jailed ostensibly for defama- 
tion - under an old law now 
superseded - although col- 
leagues believe he was made 
an example of for his politi- 
cal views. 

Al-Destour itself, which Is 
published in Cyprus, was 
banned 'after publishing 
what purported to be a 
Gama ’a communique threat- 


ening three leading Coptic 
Christia n businessmen — . a 
sensitive issue .for the gov- 
ernment and for the inves- 
tors it Is trying to lure. 

The . threat; which some 
local journalists a-nrt busi- 
nessmen believe may have 
had more to do with busi- 
ness rivalries, was also pub- 
lished in the sensationalist 
magazine Rose al-Youssef, 
whose editors were removed 
and replaced by a former 
Mubarak spokesman. 

Then, last month, the 
authorities went after the 
glossy English language 
weekly, the Cairo Times, a 
thoughtful .and profitable 
paper financed by advertis- 
ing and sales revenues. The 
issue which incensed the 
government carried an inter- 
view with Khatii Abdel- 
Karim, a liberal Islamist 
writer knowh as the “Red 
Sheikh”, whose books have 
been condemned by the 
state's clerical authorities. 

To hit the Cairo Times, the . 
Investment Authority ban- 
ned all publications, 34 in 
all, published -in the indus- 
trial Free Zones, a scat- 
ter-gun approach winch com- 
ically failed to 'prevent the 
circulation of offendin g 

issue.. .. .' 

The press, in short, is 
heavily controlled. It is dom- 
inated by seven so-called 
“semi-offiriaT! or parastatal 
’ publications,, led by the'daily 
AI-Ahram. Virtually all the: 
tolerated political parties, 
allowed walk-on parts in a 


parliament where the gov- 
ernment electoral vehicle 
controls 94 per cent of the 
seats, have their own papers 
but a tiny readership. 

Access to the market is 
subject to licence by the gov- 
ernment-nominated Supreme 
Press Coandl, which almost 
never issues permits, leading 
to 30 legal cases against it by 
refused applicants. 

It would in any case be 
hard to compete with an 
organisation such as Al-Ah- 
ram . regarded as a key insti- 
tution of the state. It has a 
virtual monopoly on adver- 
tising and distribution, a 
dominant position In print- 
ing, and extensive interests 
in everything from publish- 
ing to property. 

Al-Akram nevertheless 
houses a moderately plural 
stable of commentators, and 
publishes serious weeklies in 
English, and French. This, 
however, can be seen as part 
of domination by the “aemi- 
oEEdal" press, since it is 
only they who can get new 
publications licensed. 

The . quality of the press, 
moreover, is generally law, 
with meagre salaries for 
journalists topped up by 
commissions on advertising 
or paid -articles, or stipends 
from regional governments 
from Saudi Arabia to Libya. 
At the top of these organs, 
especially in the dominant 
parastatal press, the editor's 
main .job Is to listen to His 
Master's Voice. 

Continued an page 15 
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AGRICULTURE • by Robin Alien 


Toil brings 




Egypt's formers 
are leaving the 
land because of 
government 
reforms 

Pity the Egyptian farmer. 
Nature ordained that he 
should thrive. His is a coun- 
try of rich soil, abundant 
sunshine, a Nile-fed irriga- 
tion system allowing three 
crops a year, and yields, par- 
ticularly for rice and sugar 
cane, among the highest 
anywhere. The cotton is 
world famous. Wheat, maize, 
clover, all Kinds of hint and 
vegetables - you name it, 
nature says he can grow it. 

But man ordained other- 
wise. For centuries, before 
the 1952 Nasserite revolution 
ushered in 30 years of “land 
reform”, Egypt's peasant 
farmers were often bullied, 
badgered and tormented by 
rich land owners. Most form- 
ers were share-croppers, who 
had to hand more than half 
of their harvest in cash and 
Kind to land owners and 
absentee landlords. 

The 1952 revolution did 
away with large land owners 
and the “wicked" landlords, 
and replaced them with 
bureaucrats who told farm- 
ers what and how much to 
grow, where to sell it (only 
to the state, of course and at 
5Q per cent below prevailing 
international prices), how 
much to borrow, even what 
equipment to use. - - 

■ So Egyptian farmers -did 
what farmers everywhere 
do. They stopped growing 
those crops most affected by 
state interference, notably 
cotton and sugar cane, in 
favour of mundane produce 
like vegetables, which could 
be sold on a parallel pseudo- 
private market less distorted 


by bureaucratic wiAddiiry _ ! 

The effect on production 
In general, and exports in 
particular, was devasta ti ng. 
The value of the h«i 

dropped to a mere $128m by 
1982. 

Production and exports of 
cotton, the country's only 
cash crop and the most 
prized of all Egypt's 'com- 
modities on world markets, 
were particularly hard hit 
Over a 30-year period from 
the mid-5Gs the area of land 
devoted to cotton growing 
declined by two-thirds. 

Sweeping reforms in 1986 
included legislation to abol- 
ish state interference in 
farmers' production and 
marketing. which resulted in 
more land being cultivated 
and production picking up. 
Exports began to recover. 

By fiscal year 1992/93 (July 
l-June 30), these amounted 
to $377.6m; a year later they 
totalled $540m; and by 1994/ 
95 they had reached 5615m. 

But it was a false dawn. 
AH the time production and 
exports were increasing in 
aggregate terms, they were 
falling as a proportion of 
total exports. By 1996, 
according to Saad Nasser, 
adviser to the agriculture 
minister, these amounted to 
only 14 per cent of the total, 
less than half that, of a gen- 
eration before. 

With so much of their time 
and effort devoted to circum- 
venting red tape, farmers 
had had no time to learn, the 
-secrets of marketing fold 
'exporting in competitive 
international markets. And 
they are still slow to learn. 

Lack of marketing and 
packaging skills is one of 
many problems. In the past 
decade production and trans- 
port costs have risen; the 
political legacy of the Nas- 
serite years has left Egypt 


over-dependent on export 
markets in the former Soviet 
Union and its satellite states, 
whence demand has 
dropped. Worst of all. the 
1986 reform did not bring 
about change in procedures 
among the country’s bloated 
bureaucracy. 

So now, even though a 
third of Egypt's workforce of 
16-18tn is still in agriculture, 
total agricultural export has 
started foiling back to the 
levels of 12 years ago. 

hi 1995/9 6, according to the 
American Chamber of Com- 
merce in Egypt, they 
amounted to only $320-7m, 
less than 7 per cent of the 
total. Last year they fell 
again, to S27im, 55 per cent 
of total exports. Exports of 
Egypt’s celebrated long-sta- 
ple and extra long-staple cot- 
ton were worth a pitiful 
3107m. 

At least under Nasserite 
socialism, the farmer had 
two forms of security he had 
never known before; fixed 
rents and security of tenure. 
The ceiling on land rents, 
according to Mahmoud 
AbdeLFadiL economics pro- 
fessor at Cairo University, 
was set by the state at seven 
times tiie value of the sym- 
bolic land tax. In addition, 
not only was It impassible to 
evict tenants, they also had 
the right to hand their small- 
holdings down to their chil- 
dren, who automatically 
inherited the same security 
of tenure. .. . 

•Egypt’s 5m farmers can be 
divided into three categories. 
At the bottom of the social 
pile are more than 3m 
labourers. Next come about 
lm tenant farmers cultiva- 
ting between two and three 
acres each. At the “top” are 
medium-large owner-formers 
and land owners; the former 
forming 20 to 50 acres each. 


The state goes on the offensive 


Continued from page 14 
A leading Cairo business- 
man recounts' being 'pr^ebt 
at one, half-hour, senior edi- 
torial meeting, devoted 
entirely to exactly where to 
position the photograph of 
the president on the front; 
page. 

Even so, journalists 
strongly resisted a draconian 
press law in 1995, resulting 
in a modified law (Law 96) 
being introduced in 1996. 
This nevertheless adopts a 
penal approach to the media, 
and in particular lays out 
stiff penalties for "insult" - 
a legally vague catch-all lit- 
tered throughout the law. 

This was compounded this 
year by an amendment to 
company law giving tire cab- 
inet authority to restrict 
access by media companies 
to what Is is described as 


"remote control” technology, 
presumably covering every- 
thing from satellites to the 
internet 

Even where amendments 
incorporate improvements - 
such as banning advertising 
under the guise of copy - 
these are paper gains. "The 
law won't stop it. unless 
there is an institution to 
monitor it,” says Gasser 
Abdel Razrk, director of the 
Centre for Human Rights 
Legal Aid. 

He adds that fee company 
law amendment “is there to 
make sure that all the con- 
cessions and conditions the 
government wants to create 
for investors will still' mean 
they have control of infor- 
mation. For them it's a 
national security issue." 

Kamal el-Ganzouri. the 
Prime Minister, insists his 


administration is not afraid 
of a critical press. “1 raise 
my cap fo any criticism.' be 
says. "But insult is not opin- 
ion, and nor is fee blackmail 
of businessmen- We are try- 
ing to set fee correct limits 
to Insult." 

' Nevertheless, the govern- 
ment is showing signs of 
concern feat economic liber- 
alisation implies loss of con- 
trol It is not alone in the 
Middle East in wanting to 
keep control of new media 
technology. 

But nor is it a sign of con- 
fidence to muzzle a press 
feat half fee population can- 
not read and most of the 
other half does not want to 
read. Bather, it reflects fee 
outdated mentality symbol- 
ised by that eyesore on the 
Nile, the Television Build- 
ing. 
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Distorted by bureaucratic meddSng: the agricultural sector is dogged by problems ranging from lack of marketing to rising trans p ort costs 
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and the latter up to 100 acres 
an individual 

The middle category of 
tenant former is threatened 
by a law passed in 1992, 
which came into effect last 
October, whereby land own- 
ers can charge market rents 
and deny tenants fee right 
to pass land on to their chil- 
dren. 

Mr Abdel-Fadil says that if 
it had not been for a “hidden 
mechanism" in the late 1970s 
and ’80s when many tenant 
formers sold land to small 
owners and went into other 
jobs, many more than lm 
would have been affected by 
fee new law. 


Critics say the new law. by 
encouraging fewer and big- 
ger land owners whose inter- 
est is to grow for export, will 
mean less emphasis on grow 
tng basic foodstuffs such as 
rice and wheat. Egypt 
already spends S3bo a year 
on imports of food. The new 
law. its critics say, will sim- 
ply increase fee size of this 
bill 

Worse still, by turning ten- 
ant farmers into landless 
labourers the new law 
threatens the social fabric of 
rural life in Egypt, according 
to Mr Abdel-Fadil and other 
critics. There is no peace tor 
Egypt’s formers. 


PROFILE 


Sekem 


Making a 
profit from 
nature 


Nestling as a man-made 
oasis in the otherwise 
empty Eastern Desert 
north of Cairo, a bnrst of 
foliage and a slight breeze 
rustling a meadow of wild 
flowers are the signs that’ 
both determination and a 
welter of proof can allow 
nature to nourish and . - 
make a profit too. 

From modest beginnings, 
Sekem stands oat as an 
agro-industry which flies 
in the face of Egypt’s rush 
towards environmental . 
disaster, overcropping and 
fee routine exploitation of 
formers. 

Established in 1977 on 70 
acres of former desert, 
Sekem is an experiment in 
organic fanning whose 
methods have now spread 
throughout the country 
and become a profitable ' 
export business. 

“It started wife a holistic 
approach to contribute to • 
Egyptian development,” 
says Helmi AbtraMsh, son 
of Sekem’s founder 
Ibrahim Abouleish. who 
started the form as a 
££300,000 investment 

“We wanted to ensure 
that farmers, buyers, 
traders and consumers 
could co-operate in a way 
that could get a good 
price,” be says. 

“Farmers are the most 
misused, and they don’t 
trust anybody. So to bring 
a change we have 
promoted organic forming 
as a method and sought to 
have co-operation between 
farmers and the export 
market" 

In the late 1980s Egypt 
was using Skgsof 
pesticides an acre as part 
of fee move towards 
maximising output in a 

country where only three 

per cent of the land area is 
arable. But since then 
there has been an SO per 
cent drop In pesticide use. 

In the meantime, Sekem 
contracted with 350 
formers In ISO locations 1 -l 
throughout Egypt to grow 
crops organically. The 
company then bought the 
harvest at pre-agreed 
prices generally favourable 
to the formax. 

“Agriculture doesn’t 
make a profit,” says Mr 
Abouleish. The only way 
we can give fee farmer a ' 
justified price is by adding 
value. In fresh produce 
there is not much added 
value- . . 

“Even so, the raw 
material price becomes less 
and less important the 
more yon add value. This 


way we have been able to 
pay the former fee higher, 
justified price for the raw 
material. The export 
market initially developed 
faster than the local 
market But this has now 
contracted to 40 per cent of 
output compared wife 80 
per cent in 1985.” 

Sekem's turnover has 
now reached E£50m, of 
which E£20m comes from 
exports. It has opened 
eight shops in Cairo and 
other cities to sell hs 
products with a turnover 
of E£3m last year. Five 
more shops are planned. 

After finding a European 
partner in 1984 Sekem was 
able to become a leadi n g 
supplier of organic 
vegetables to European 
supermarket chains. 
European consumption of 
organic products has risen 
from 0.7 per cent of total 
food consumption in 1992 
to 13 per cent “We can’t 
meet the demand,” Mr 
Abouleish says. 

Sekem also exports 400 
tonnes a year of herbs to 
health food shops, earning 
it E£3.4m last year. In its 
bid to maximise the added 
value, it has now 
developed a line of organic 
textiles made entirely from 
organically grown cotton. 

The label, Organic 
Cotton People, is soon to 
be stocked by the British 
supermarket chain 
1 Saissbnry as well as 
shops in Germany and 
elsewhere. The line last 
year earned fee company 
E£6m. 

Mr Abouleish believes 
the commercial success, 
which is expected to earn 
Sekem a E£Z5m profit this 
year, lies in having 

retained the original goals. 

Cultural life at fee Sekem 
farm centres on a school 
which is open to the poorly 
served children of the area 
as well as employees’ 
families. 

' "“We believe that the 
object of human beings on 

earth is to develop and 
contribute to the 
development of other 
human beings,” he says- 
' "The more happy people 
are the more they will 
contribute. Economic 
activities should in fee end 
only be judged mi this 
basis. We tried to base fee 
whole initiative on Islam 
from the beginning - an 
economy of love, opposed 
to competition and 
capitalism.” 
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TRAINING • by Simon Targett 


Initiative is long overdue 


A student sketches at the Mohammad Ali masque in Cairo: proposed reforms are designed to lure 
bright pupils back towards vocational subjects such as commerce, agriculture and industry Tuny 


Bold plans for 
new vocational 

schools may- 
come too late for 
the private sector 

The government is planning 
a generation of new-style 
"comprehRnsivc" schools to 
break down the barrier 
between academic and voca- 
tional education that has 
survived since the days of 
British colonial rule, accord- 
ing to Hussein Kamel Bahaa 
El Dm. the education minis- 
ter. 

The proposed reform is 
calculated to lure bright 
pupils back towards voca- 
tional subject 1 : - including 
commerce, agriculture and 
industry, it is to bv formally 
unveiled later this year, 
when Suzanne Mubarak. 
Egypt's first lady and a 
noted education campaigner, 
chairs the first national con- 
ference on reforming second- 
ary schools. 

But it may come too late 
for the private sector - and 
especially the hotel chains, 
which have been growing 
increasingly restless over 
the poor qualiit of the stu- 
dents onKTriny from Egypt's 
schools and universities 

Hilton, the t'S hotel group, 
is short;* to unveil plans for 
a midti-miiilon dollar tram- 
ing academy, based in Alex- 
andria. Egypt's ancient Med- 
iterranean port. 

Today Egypt's brightest 
pupils an.-, encu ihe> reach 
14. steered towards general 
secondary schools, while the 
rest are channelled into the 
technical schools, creating 


an elitist system. In 
1995-1996. S17JS7 pupils were 
studying at 1.396 general 
schools, buz l-ftm squeezed 
into nearly 1.600 less presti- 
gious technical schools. 

It has also created a lop- 
sided labour market, with 
too many top pupils opting 
for a medical career - which 
requires academic training 
at a general secondary 
school - and too few opting 
for a career in the hotel and 
tourism industry, which is 
central to Egypt's plans to 
become a modern economy. 

Dr Bahaa £1 Din says the 
government has “an idea 
there should be a compre- 
hensive school" which would 
counter “the official view 
that technical education is a 
second rate education". Be 
says the official view mili- 
tates against progress in the 
technical subjects. Under a 
comprehensive school sys- 
tem. "academic and practical 
subjects would be taught in 
the same place - so there 
would be no discrimination”. 

f£ and when, the compre- 
hensive schools evolve, they 
could help restore the pri- 
vate sector's confidence in 
Egypt's education system. 
There are widespread, and 
growing, fears that Egypt is 
not providing the pool of 
skilled labour required to 
sustain globally competitive 
companies. 

in 1994. the Worid Bank 
reported that private firms 
were concerned the shortage 
of skilled technicians was “a 
severe obstacle" to success- 
ful business operations. Last 
year, the European Commis- 
sion in Cairo heard evidence 
that private sector compa- 


nies were still hampered by 
the shortcomings of the edu- 
cation system. 

In a report for the commis- 
sion. Hakim Husseim. of 
Accor, the hotel group, pres- 
exited a litany of complaints. 

ail pointing to "the gaps 
between the education and 
industry requirements". 

The quality of the educa- 
tion at the specialist hotel 
schools, institutes and col- 
leges was “inappropriate"; 
the facilities were poor, lack- 
ing “proper laboratory kitch- 
ens. demo restaurants, lan- 
guage and computer 
laboratories, and libraries"; 
and the instructors lacked 
practical experience of the 
hotel industry. 

For an industry which, 
according to the Egyptian 
Federation of Tourist Cham- 
bers. is projected to require 
840,000 employees by 2010 - 
compared to 116.705 in 1996 - 
this was a worrying conclu- 
sion. Mr Husseim's answer 
was that the problems would 
"have to be solved through 
the industry's initiatives”. 

This is precisely what Hil- 
ton is planning to da Two 
years ago. Ayman Madkour. 
training manager at the Nile 
Hilton, founded an informal 
group of like-minded manag- 
ers to lobby for changes to 
the curriculum; the hotel'* 
human resources, training 
and personnel association. 

"We wanted to see a much 
more practical course - one 
geared to the changing 
needs of the Egyptian tourist 
industry." explains Mr Mad- 
kour. a business graduate 
whose American accent 
comes from his time at the 
American University in 
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Cairo, the country's premier 
institution. “Egyptian mur- 
ium has di\wr*.ifiwi." hi* say*, 
"so it's no IrtugiT iusi the 
pyramids, the sphinx and 
the phaocunir monuments." 

Walking »n the Sinai rlos 
ert with tin? Bedouin tribev 
men. diving tdf the [1«! Sc.i 
const, flying tn a Iuimuiw* 
confen-nce in a plush tu»t«l 

hv the Nile this W the new 
face of Egyptian tourism 
and. say?* Mr Mmlknur. "it 
has brought a customer who 

expects a world das* ser- 
vice". 

But this is the problem. 
"Egypt has the hardware, 
the fabulous Iks els with tup 
of the range facilities.” .-ays 
Mr Madkour. hut it dues 
not have tin* software, the 
stalT with the languages and 
the cultural understand in?! 
to meet the expectations fa 
visitors". 

To encourage the college^ 
to re fur m, the association 
compiled a list of furrtntiuni 


c hange?-, and sent it rn the 
head ul tile Ixilrisiri depart- 
merit nl Hvlwan University, 
the ilihi nvnnii:ig ground 
lor ihv i«t> Iwrtrt chums. 

it tK-g.m a .dialogue, hut 
vlTeeme .■fungi* lias not hap 
pcneil, uml with such a 
sttior *ub* m Egypt - w 
huteis. and live more under 
c- instruct inn - Hiltnu caonet 
uft'-ini to wail uuv longer. 

So it n- trying a different 
tack: establishing a special- 
ist training ac.irii-mv- The 
iiliui is to offer iiUeXrLiIiunal 
cuisi ctuinuA powibly with 
degrees franchised from a 
I S nr European iamitutHm. 
and possibly with Inst rue - 

Ii*tn PiTuifeif huuj around 

the world 

It is a hold -step, hut. given 
tiu- stair of Egypt's educa- 
:nui system, it Is viewed as 
tin- fas! ust way the L'S chain 
r.i:i gel slaif who are. as Mr 
Madkour puts it. "high qual- 
ity. customer -feu-used and 
HiSonisiti". 


PROFILE 


Ritsec 


An oasis of 
excellence 


Only a small brass plate on 
the entrance wall gives any 
inkling that the former 
royal residence along 
Hasson Sahry Street in 
Zamalek is the centre of 
Egypt's drive to become a 
world lender in 
information technology 1 . 

Located in one of Cairo's 
most prosperous districts, 
and set among gentle palm 
trees, the mansion has 
nostalgic charm about it. 
Yet. today, U is the 
headquarters of the 
Regional Information 
Technology and Software 
Engineering Center - or 
Ritsec. In a land overrun 
by illiteracy. Ritsec is an 
oasis of excellence, given 
government backing and 
staffed by some of Egypt’s 
brightest whizz kids. 

As a senior British 
Council officer in the Cairo 
branch says: “Ritsec is 
very un-Egyptian, but it 
shows what can be done." 

Hishara El Sherif, who 
trained at the 
Massachusetts Institute of 
Technology, runs Ritsec, 
which was founded six 
years ago with a mission 
to, as he puts it, “build an 
IT industry' in Egypt and 
the Arab region, and 
support social and 
economic development”. 

The task is huge. Dr 
Sherif says Egyptians 
spend just S5 per person on 
IT, compared with nearly 
82,000 in Switzerland, the 
highest spending country. 

“But if expenditure is 
still modest,* 1 says Dr 
Sherif, "the rate of growth 
is high - easily double 
digit - and that's the 
important thing.” 

The government 
estimates annual growth is 
30 per cent, much higher 
than the average 22-25 per 
cent in other Middle East 
countries. Another 
Indicator is the rise of 
street corner cybercafes. 

The first was launched in 
1996, and today 35.000 
people use the internet 
across the country. 

Ritsec’s, aiming to 
capitalise on this 
enthusiasm, has a bold 
plan for underpinning a 
world class IT industry 
and, at the same time, 
boosting opportunities for 
those Dr Sherif calls the 
“have-nots” who have been 
Hi-served by Egypt's 
education system. 

This starts with the 
infants. Next month, 

Ritsec, with the Egyptian 
government, is launching 
40 computer centres for 
children aged 6-15, 
especially in the rural 
heartland of Upper Egypt. 

By the end of the 
century, the plan Is to have 
1,000 centres dotted 
around tbe country. 

“We want to reach the 
grass roots.” explains Heba 

Ramzy, a graduate of the 
London School of 
Economics, who 
co-ordinates the children's 
programme. 

The centres, typically 
fitted out with eight 
computers, 100 CD Roms 
and the internet, will 
“expose children to new 
ways of thinking and show 
them what’s going on 
around the world”, says Ms 
Ramzy. A new 
Ritsec-designed web site 
for children. Launched last 
year witb tbe backing of 
Suzanne Murabarak. 

Egypt's first lady, will be 
one of the main features of 


the regional centres. 

Further up the age 
range, Ritsec is targeting 
school pupils and 
university students with 
distance-learning 
education, and there are 
embryonic plans for a 
“virtual school" and a 
“global campus”. 

Dr Sherif says Egyptians 
will, in twu years’ time, be 
able to visit “the modern 
utopian school" and take 
“the best courses from the 
best touchers from all over 
the world". 

Undergraduates can 
already enrol for 
University of Illinois 
web-based courses, 
through the “global 
campus” initiative, but Dr 
Sherif, who exudes 
national ambition, rattles 
off other US universities in 
Ritsec's sights: “MIT. 
Harvard, Berkeley.” This 
could have a big impact on 
Egy pt’s education system, 
which labours under a 
narrow, strictly censored 
curriculum. 

Ritsec also caters for 
Egypt's elite, through two 
specialist postgraduate 
academies. One. the 
Information Technology 
Institute, run by a former 
general in charge of the 
Egyptian army's electronic 
warfare strategy, is only 
loosely linked to Ritsec. 

“This selects the best 
students from the 
on i vers i ties," says Dr 
Sherif. “and makes them 
world class.” 

On the elite nine-month 
programme - which costs 
E£ 16,000 per person - 

students, usually in their 
early 20s. are turned not 
only into accomplished 
computer programmers but 
also into effective 
proselytisers for the IT 
industry. 

The other academy, with 
a confusingly similar title, 
is the Regional 
Information Technology 
Institute, which is boosed 
in the old servants’ 
quarters in the grounds or 
the Ritsec mansion. 

The idea is to give 
managers and executives 
advanced professional 
training in business 
administration, computer 
science, and banking and 
finance. 

Top companies, with 
offices in the Middle East, 
have sent their employees 
to EITI, including Proctor 
and Gamble, Citibank and 
Shell. So too have 
government agencies, 
including those in Bahrain, 
Yemen and even 
Uzbekistan. 

RITI is the centrepiece of 
Ritsec’s most ambitious 
plan to boost IT in Egypt a 
“knowledge valley” 
modelled on California's 
silicon valley. A huge site 
has been allocated in New 
Cairo, and next year RITI 
moves there, to u S5ra 
purpose-built complex. 

This will be followed by 
II other specialist 
institutes, which will turn 
Cairo into Egypt's, and the 
Arab world's, “professional 
hub". The total cost 
estimated at 535m, makes 
the “knowledge valley” 
project an extraordinary 
undertaking. But, as Dr 
Sherif says, hinting at 
Egypt’s ambition to join 
the first world: “We need 
qualified, world doss, 
professional people." 


Simon Targett 
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EGYPT 1 7 


PROFILE 


Adult literacy training 

A beacon 


It is a Tar cry from the great 
library of Alexandria which 
ancient travellers fisted 
among: the seven wonders 
of the world, bnt the row of 
hooks at the back of the 
general store in Elgabalaw ' 
is a beacon of hope for the 
local rural community. 

The small village. Within 
the Qena governorate, lies 
far from the tourist trail, 
north of Luxor and beyond 
the ring of security check 
points which have 
surrounded the phaoronic 
capital since the massacre 
of 58 foreign sightseers last 
November. 

Here, in Egypt's Islamic 
heartland, illiteracy is rife, 
and the government knows 
that if the country is to 
become substantially 
literate by 2001 - as is 
planned - it must fa»ite the 
fight to such rural 
govern orates in Upper 
Egypt 

This is why ft has 
established an adult 
literacy training project - 
with UK government 
backing - to eradicate 
illiteracy among local 
women from the villages 
around Qena. 

Just 47 per cent of Upper 
Egypt’s population is 
literate, according to a new 
study on poverty by the 
Port! Foundation, but the 
rate of illiteracy is highest 
among girls and women. 

Across the country, it is 
estimated that, at any one 
time, about 600,000 girls 
aged 6-10 are not given the 
chance of schooling by their 
parents, with more than 
half (56 per cent) from 
Upper Egypt 

Safaa Shaban. - a woman 
in her mid-20s, runs the 
Qena project and pays 
regular visits to Elgabalaw, 
where local women gather 
for a literacy lesson in the 
house of the person who 
owns the store library. 

It is voluntary, bat there 
is a huge appetite for 
learning, because it is seen 
as a tool of individual 
empowerment. “To me," 
says Fatma Ahmed Asran. 

41, “it means being able to 
read the instructions on a 



The Qena project: local women gather for a literacy lesson 


medicine bottle or 
understanding a private 
letter without having to 
show it to a neighbour." 

Until the project began. 
Mrs Asran had never been 
taught to read or write 
because, like her fellow 
classmates, she had never 
been to school “We blame . 
our parents." she says, 
“and that is why we send 
our children to school - 
because we don't to be 
blamed for depriving them 
of an education." 

This is the thinking 
behind the adult literacy 
project - reach the parents 
today and yon reach the 
children who are the 
workforce of tomorrow. 

It seems to be working. 
Mrs Asran. a matter of 
seven, is ambitions for her 
children- 1 want my • 


15-year old daughter to be a 
doctor," she says. 

All the other mothers 
have equally high hopes for 
their children, and expect 
them to work in the 
classroom ratter than in 
the field. “Even though we 
are not educated." says 
Nagah Said Hosen. “we try 
to help the children do their 
homework because we want 
them to be successful." 

The problem is. even 
state schools charge modest 
fees, and so boys tend to be 
sent before girls. 

But the women of 
Elgabalaw have an answer. 
They have formed an 
association, pool any 
money from working 
overthne and distribute the 
funds to those needing to 
pay school fees or buy 
school uniforms. 


Stavn TagsO 

After the course, the 
women are encouraged to 
stay in toncb with the 
project, so they do not, as 
Ms Shaban says, “forget 
everything they learn 
because there is no 
connection between reading 
and writing and their 
everyday life". 

Many do stay in touch, 
using the fihrary facilities, 
and the success of this and 
similar projects has meant 
the literacy rate in Upper 
Egypt, though still low. has 
seen the biggest 
Improvement in the country 
- 31 per cent in the 10 
years to 1996, compared 
with 25 per cent in Lower 
Egypt Not all do, however, 
and that is Egypt's 
challenge far tomorrow. 

Simon Targett 


EDUCATION • by Simon Targett 


A quiet revolution 
in the classroom 


The government 
is taking serious 
steps to boost the 
quality and reach 
of schooling 

William Zaki. a school 
Inspector, signs the register 
at the gateway of Orman 
experimental language 
school in Cairo. He walks in. 
and smiles at children in 
smart school uniforms, 
playing under the watchful 
eye of a teacher - some 
debating the merits, or oth- 
erwise, of Margaret 
Thatcher. 

A little later, when he 
enters Tahrir primary 
school, he is no longer smil- 
ing. Tahrir, in Cairo’s 
lmbaba district, is not far 
from Orman, but it could be 
another country: no registra- 
tion desk, no supervised 
play, only platoons of 
unkempt tearaways rushing 
through the dilapidated 
buildings. 

Orman is the vision of 
Egypt's future, where chil- 
dren are well taught in 
pleasant, ordered surround- 
ings. Tahrir is the vision of 
Egypt’s past - and a 
reminder that the education 
reform programme begun six 
years ago still has far to go. 

But the Egyptian govern- 
ment taken some sub- 
stantial steps towards over- 
hauling the education 
system. It has, for a start, 
undertaken a spending 
review, giving education a 
significant share of the gov- 
ernment budget 

According to a recent five 
year review for 1991-1996 - 
which was supported by 
Unesco (United Nations Edu- 
cational, S cientific and Cul- 
tural Organisation) - Egypt 
has raised the proportion of 
national expenditure on edu- 
cation from 12 to 19 per cent 

Most of the extra funding 
has teen swallowed by build- 
ing new schools, with the 
number of schools rising 
from 25,616 in 1992 to 30,570 
in 1967. That cost ESflhn. and 


meant as the education min- 
istry makes clear, that more 
schools were built in the 
early '90s than in the previ- 
ous 100 years. 

The effect, as intended, 
has been a drop in the rate 
of illiteracy, which has fallen 
from 49.6 per cent to, accord- 
ing to the latest estimation. 
37.8 per cent 

This is a significant 
achievement but with more 
than a third of Egyptians 
still unable to read and 
write, the government must 
as the Unesco report advises, 
"keep up the momentum (of 
the reform] in the coming 
years". 

Hussein Kamel Bahaa E) 
Din, one of the country’s top 
medical professors before he 
turned to politics, knows 
this. He has ordered a fresh 
building programme, and 
plans 10,000 new schools. 

He has also revived the 
bold scheme to “end illiter- 
acy within three or four 
years" by recruiting 150,000 
unemployed graduates who 
would each teach 30 illiter- 
ate people - although he has 
still to secure the E£500m 
fund. 

But the government, says 
Dr Bahaa El Din. is, after 
years of addressing “the 
quantitative problem", 
starting to concentrate on 
“the quality problem". 

The problem is daunting. 
This much is clear from the 
rising number of parents 
who are paying for their 
children to have private les- 
sons to supplement the mea- 
gre education they receive in 
the state-funded schools. 

The problem is exacer- 
bated by unscrupulous 
teachers who, to boost their 
modest salaries, threaten 
pupils with low marks if 
they do not sign up for pri- 
vate classes after schooL 

Dr Bahaa El Din rails 
against this educational 
"black market", calling it “a 
new Aids for education 
because it destroys the edu- 
cation system from within". 

To combat this disease, 
the government has 


embarked on a two-pronged 
strategy to improve the cur- 
riculum and raise the stan- 
dards of teachers. 

Dr Bahaa El Dm wants to 
see more emphasis on what 
he calls "the futuristic sub- 
jects": mathematics, science 
and computer studies. The 
government has also pre- 
pared a list of 16 “new para- 
digms in the curriculum" 
which includes "democratic 
upbringing", tourism, gender 
equity and even “traffic reg- 
ulations". 

Another topic listed is 
“facing terrorism and 
extremism", which serves as 
a stern warning that, hating 
rooted out 2.000 Islamic "fun- 
damentalists” from Egypt’s 
classrooms, the secular gov- 
ernment is keen to keep reli- 
gion out of the curriculum. 

But the government is 
interested in the manner, as 
much as the subject, of 
study. So. as part of its five 
year plan to 2002. the gov- 
ernment has earmarked 
£4.6bn to equip all schools 
with computer technology, 
with a short-term goal of 
increasing the number of 
schools with information 
technology from 6.000 to 

11,500 by the end of this 
year. 

It has also launched a 
campaign to rid Egypt’s 
schools of rote learning. “In 
the past, graduates of our 
education system were sup- 
posed to be obedient disci- 
plined. and implement 
orders.” says Dr Bahaa El 
Din. “They were not asked 
to be ingenious, creative or 
to think for themselves.” 

Now. however, the govern- 
ment wants a new breed of 
Egyptian "with vision”. 

This means recruiting a 
new breed of teacher who is 
not so much a "lecturer and 
disciplinarian" as “an 
orchestra director who is 
able to release the potential 
of the players". 

To recruit such teachers, 
the government has 
enhanced the average pay 
package, although it is still 
not hard to find teachers 


moonlighting as waiters or 
taxi-drivers. In five years, 
teachers' salaries have 
nearly doubled, and teachers 
take home around E£200 a 
month, according to the min- 
ister. Teachers can earn an 
extra E£30D for taking formal 
after-school lessons run 
under the auspices of the 
education ministry. 

Alongside this measure, 
the government has begun 
the long haul of retraining 
the country’s 850,000 teach- 
ers, giving them incentives 
to learn a style of teaching 
that, as Dr Bahaa El Din 
puts it. “emphasises democ- 
racy. diversity, dialogue and 
disagreement”. 

A series of national train- 
ing centres have been estab- 
lished and, through video 
conferencing, the govern- 
ment put 87.000 teachers 
through training sessions 
last year. 

Growing numbers of 
teachers are being sent 
abroad to look at other edu- 
cation systems. 

This strategy to reform the 
curriculum and retrain 
teachers has won the back- 
ing of tile World Bank and 
European Union, which last 
month approved a $200m 
“education enhancement" 
programme which focuses 
on teacher training. 

There remains some scep- 
ticism about whether or not 
the Egyptian government 
can reform the curriculum 
and the classroom methods 
of teachers. “This represents 
a threat to teachers' tradi- 
tional authority in the class- 
room,” says Khalid Ceram, 
director of the World Bank's 
Egypt office, “so don't hold 
your breath for this change 
to occur." 

But. in pursuit of interna- 
tional backing. Dr Bahaa El 
Din has underlined his gov- 
ernment's belief that educa- 
tion remains “a national pri- 
ority”. It is. he says, "the 
guarantee for Egypt’s active 
participation in the 21st cen- 
tury and the medium for 
providing Egypt with the 
desirable status it deserves". 




He&ilnnarters : Kato Group.8Ahmed Nessim StreetCairo J£gypt 
phone :(202)3610020/3610030 Fax :3610040 





THE SOCIAL FUND FOR DEVELOPMENT (SFD): 

An Integrated Approach for Socio-Economic Development in Egypt 

Since the early eighties, Egypt experienced severe structural problems including growing inflation, large 
deficit and increasing debt burden. The government of Egypt has been undertaking policy reforms to reduce 
its internal and external imbalances, eliminate distortions in the economy and promote sustainable growth in 
the production sector. 

The Social Fund tor Development was established In 1991 by Presidential Decree No. 40. Financed by the 
Egyptian Government in cooperation with the World Bank, the European Union, Arab Funds. UNDP and other 
donors, the SFD was created to protect and improve the status of vulnerable groups during the 
transformational period of the Egyptian economy. 

SFD objectives are to: 

1 . Help reduce poverty through employment generation and community development initiatives; 

2. Help mitigate the adverse effects of economic reform on selected target population groups; 

3. Proride help to Guff returnees, who were affected by the Guff war. 

The total project funding in Phase I (1992-1996) amounted to US$746m. and the donors commitment for 
Phase fl (1997-2000) amounts to approximately US$71 0m. 

Over Phase I of SFD operation, 250,000 permanent jobs and 110,000 temporary jobs were created with over 
15 minion beneficiaries. 

The SFD was to address the specific needs of vulnerable groups, namely poor and unemployed, by 
increasing their access to basic services, improving their productivity and enhancing their opportunities and 
capabilities. This was to be achieved through five core programmes: Public Works • Enterprise Development - 
Community Development - Human Resource Development - Institutional Development. 


The PWP was created to support labour-based public works projects carried out by local contractors using 
local labour and local material. 


The CDP was conceived to help Improve the quality of services at the community level in low income 
areas, in partnership with NGOs and the beneficiary communities. 

(H**) 

The EDP aims at creating sustainable job and income generating opportunities in the small and micro 
enterprise sector by supporting the establishment of new small businesses, and increasing the 
sustainability and expansion of existing ones. 

i Progr a mme (GRP) 

The SFD established the ERP Programme as a mechanism to formulate and finance projects that can 
assist In the redeployment of redundant workers and retraining projects to assist unemployed graduates. 

P ro gram me (1DP) 

The IDP plays a pivotal role in the successful functioning of the SFD. The purpose of the IDP is to 
strengthen the management and technical capabilities of the SFD and other intermediary agencies, in 
order to implement their activities in a cost-effective and targeted manner. 

SHARING SFD EXPERIENCE IN A TIME OF GLOBAL CHALLENGES 

Sodal Funds for Development have been created in many developing countries in Africa, Latin America and 
CIS countries to present a new methodology for social development and poverty eradication, which differs 
from traditional practices. 

As a result of the SFD gaining experience, the World Bank requested the SFD to provide technical assistance to the 
governments of Yemen, Algeria, Jordan, Uzbekistan, Fteanda, and Lebanon to sat up similar Soda) Funds. 


Hntf Office: 1 Hussain Hagaay St off Knar S Ainl Street, Cafro 
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Gridlock of 

bureaucratic 

resistance 


Continued from page 1 

The World Bank estimates, 
for instance, that it cur- 
rently takes an average of 
seven years to resolve a com- 
mercial dispute, at an aver- 
age cost of 7.5 per cent of the 
final settlement, and that by 
2000 each judge will have 
about 8,000 such cases pend- 
ing. 

With the exception of the 
foreign ministry, the best 
government departments 
depend on exiguous cadres 
of highly-motivated, well- 
qualified reformers. These 
reformers are overworking 
in parallel to. and often 
against a large and unprod- 
uctive bureaucracy which is 
resist ent to the idea that sur- 
rendering turf will expand 
the overall turf area. 

Like Egypt’s pyramid 
political structure itself, in 
which all power emanates 
from a presidency whose 
incumbents emerge from the 
armed forces, what this 
means is that reform is not 
vested in institutions but 
dependent on Individuals. 

Mauro Mecagni. resident 
representative of the IMF in 
Egypt, gives high marks to 
the commitment and cohe- 
sion or the tight-knit group 
of reformers assembled by 
Mr Ganzouri, but points to a 
recent Fund study of 36 
developing countries which 
highlights “limited imple- 
mentation capacity" as the 
main impediment to struc- 
tural reform. 

"The back -offices behind 
this s mall group of policy- 
makers are far too small." he 
says. “The only way the 
reform equation hangs 
together is with massive 
investment in human 
resources and education." 

The government acknowl- 
edges the scale of the prob- 
lem. Youssef Boutros-Ghali, 
economy minister, says that 
the reform process is run- 
ning out of "snap-your-fin- 
gers" solutions. 

Opening up pensions and 
insurance to the private sec- 
tor and selling off one at 
least of the four state-owned 


banks would be a remaining 
one. 

Deregulation, of "anything 
from stamps and permits to 
getting caught between dif- 
ferent government depart- 
ments”, will also continue to 
push up productivity. But 
"what we need is to develop 
the institutions that develop 
economic decisions,** Mr 
Boutros-Ghali says. Egypt, 
he argues, arrived at reform 
by its own volition but with- 
out an "institutionalised pro- 
cess". What it now needs is 
“repeatability . . . otherwise 
it's a fluke”. 

"We need to push exports, 
yes. and we need to build 
savings. But I want to spend 
lavishly on the institutions 
of governance. There's no 
ribbon to cut, and the results 
are only incremental, but 
this is what we need. Every 
pound you spend on this cre- 
ates ultimately hundreds of 
pounds in the rest of the 
economy." 

Mr Ganzouri admits that 
" minimal efficiency will take 
between four and five years 
to achieve". But only, as he 
puts it. if "we can get out of 
the Old Valley" - enabling 
Egyptians to live and work 
in reclaimed land of the 
“New Valley" in the south- 
eastern desert, unclogging 
the Nile Valley and Delta, 
the 3 per cent of Egypt into 
which they are now 
crammed. 

Some critics of such 
“grands projets" mutter 
about “Pharaonic" ambi- 
tions. Others see a ribbon - 
cutting distraction from the 
more vital but prosaic tasks 
of building up institutions 
and the education system, or 
building up accountability 
by liberalising Egypt's 
authoritarian politics. 

From the New Valley to 
the new ports, these projects 
are necessary. What they do 
show, however, is that - 
whatever the merits of grad- 
ualism - a system with few 
institutions and limited 
trained talent to deploy can, 
as one reformer puts it, 
"only keep so many balls up 
in the air at one time”. 
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. . ▼ ^ hen the Sura Canal forged a new path through the continent, it revolutionised trade in Egypt Egypt now stands poised for a new revolution, a revolution 

in investment, and the world is turning to investigate. Of all the emerging markets, Egypt stands out in hs success to attract International investors. Investors have seen the 
Egyptian Government's solid commitment to its reform program, the successful progress in the privatisation of promising state-owned firms, and the continued liberalisation 
°lT ad k' A™- the y are ^Pressed. Investment in Egypt is now flourishing and is set to take off to higher levels. Commercial international Bank (CIB), Egypt's leading private 
sector bank recognised the opportunity of creating a diversified financial group capable of assuming the lead role in the provision of a wide spectrum of quality, professional 
investment banking services, and established Commercial International Investment Company (QIC) in 1994. QIC has quickly risen to become one of the most respected banking 
institutions in Egypt, with an integrated network of brokerage and asset management affiliates. Offering a comprehensive range of corporate finance sendees to public and 
private sector enterprises, QIC arranges both debt and equities issues, placement and underwriting services and financial advisory services of all kinds, including mergers and 
acquisitions. Firmly dedicated to the enhancement of the financial sector in Egypt, CIIC is pioneering new channels for investinq in Eovot 
aic , a new direction in investment. * 
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Canada 

Big business senses a northern 
renaissance. Politically, too, the 
country is climbing back to 
normalcy. Edward Alden reports 

Top dog in die G7 
performance race 


For most Canadians. 1998 
has been a long time coming. 
After one of the most 
wrenching decades in the 
country's history. Canada is 
again looking to the future 
with optimism. 

The International Mone- 
tary Fund and the Organisa- 
tion for Economic Coopera- 
tion and Development are 
predicting Canada's econ- 
omy will outperform every 
other country in the G7 this 
year. For the first time in 29 
years, the federal govern- 
ment and most provinces are 
turning in balanced budgets ' 
and starting to talk about 
tax cuts or increased spend- 
ing on social programmes. 

Canada is playing a stron- 
ger international role than it 
has since the days of Lester 
Pearson in the 1960s. particu- 
larly in pressing for regional 
trade agreements. Even the 
constant threat of Quebec's 
separation from the federa- 
tion seems less immin ent 
now the provinces's econ- 
omy has strengthened and 
the federalist cause has 
found a new champion in 
Jean Charest. 

Last month the governor 
of the Bank of Canada, not 
usually noted for his opti- 
mism. declared that the 
economy "is better now in 
Canada than at any time 
since the 1960s. You can't 
overstate how much [the 
fundamentals] have 
improved". 

Finance minister Paul 
Martin believes that Canada, 
despite Its current 8.5 per- 
cent unemployment rate, 
can emulate the US by driv- 


ing unemployment below 5 
per cent without triggering 
inflation. As little as two 
years ago, such a claim 
would have been greeted 
with polite sniggers. 

Some of the current glow 
may reflect the cycles of 
both economics and politics. 
Canada's economy fell far- 
ther than any other industri- 
alised country in the early 
1990s, a recession that some 
argue was needed to wring 
the last remnants of infla- 
tion out of the economy, and 
others say was needlessly 
precipitated by excessive 
interest rate hikes. The 
Bank of Canada’s short-term 
interest rate hit more than 
14 per cent in 1990, the dollar 
reached US80 cents in 1991 
and unemployment climbed 
to 12 per cent in 1992. 

Having faTlp^n so far, Can- 
ada is now enjoying a 
steeper climb out erf reces- 
sion than other industria- 
lised economies. “What 
we’re going through is the 
virtuous side of that difficult 
period," said Bank of Canada 
governor Gordon Thiessen. 
Low and stable inflation 
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rates have allowed interest 
rates to drop, with Canada's 
short-term rates now averag- 
ing about 50 basis points 
below US rates. And a low 
dollar, at roughly US70 
cents, has triggered an 
export boom. 

Politically the early-1990s 
was also a turbulent time. 
Canada's oldest political 
party, the Progressive Con- 
servative Party, was an but 
extinguished in the 1993 elec- 
tion. Two regional parties, 
the fiscally and socially con- 
servative Reform party in 
the west and the separatist 
Bloc Quebecois, became the 
major opposition parties. 

But in politics too the 
country has been climbing 
its way back to normalcy. 
The Liberal -government of 
prime minister Jean Chre- 
tien used its overwhelming 
majority in 1993 to force 
through spending restraints 
that had been needed for 25 
years. Mr Chretien - whose 
folksy demeanour plays bet- 
ter in En glish Canada than 
in his native Quebec - has 
remained popular, despite 
making budget cuts that 
reduced government spend- 
ing to early- 1980s levels. By 
2000, Canada's programme 
spending as a percentage of 
GDP will -be at its lowest 
level in 50 years. 

From a budget deficit of 
C$45.7bn in 1998-94, about 5.4 
per cent of GDP, the govern- 
ment this year turned in 
Canada's first balanced bud- 
get in 29 years. Current pre- 
dictions are for surpluses as , 
far as the eye can see, and 
Canadians are in the throes _ 
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of their most pleasant debate 
in years: how to spend the 
so-called “fiscal dividend". 

The government's current 
plan Is a 5050 split, with 50 
per cent of any surplus to go 
to new spending and 50 per 
cent on tax relief and debt 
reduction. Most Canadians 
say they want money 
restored for health care and 
education, and this will 
likely be the government's 
top priority- The last budget 
also cut taxes fix' the 83 per 
cent of Canadians making 
less than C$50,000 a year and 
Mr Martin is promising fur- 
ther tax relief soon. Cana- 
da’s personal income taxes 
are third highest in the G7. 
after France and Germany. 

The country’s total debt 
level remains high, second 
only to Italy in the G7. But 
the debt-to-GDP ratio is 
expected to drop horn 72 per 
cent in 1995-96 to 63 per cent 
by 1999-2000, which would b6 
the steepest decline of any 
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G7 country. Mr Martin has 
established a C$3bn "contin- 
gency fund” which will 
almost certainly go to debt 
repayment this year. 

A rapid rise in interest 
rates would seriously upset 
these calculations, but the 
government's projections to 
date have consistently been 
conservative. 

While the Liberals handily 
won a second mandate last 
year, the Conservatives also 
recovered to 20 seats and 
Reform became the official 
opposition with 59 seats. The 
left-of-centre New Demo- 
cratic Party put in its stran- 
gest showing in years, win- 
ning 21 seats. Reform, which 
had its origins in the right- 
wing populism of Canada's 
prairie provinces, has been 
gradually moving towards 
the political centre in an 
effort to attract more main- 
stream voters. 

A stronger economy and a 
mare s t able, confident ^gov- 
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eminent in Ottawa has 
allowed Canada to look out- 
wards more than it has since 
the country played a critical 
role in building the post-war 
international institutions. 
The country has taken the 
lead in negotiating new 
trade ties with Latin Amer- 
ica, and Is urging new links 
between Europe and North 
America. 

The greatest danger for 
Canada remains the burden 
of its history and geography, 
the pull of regional and lin- 
guistic antagonisms that 
have long tom at the fabric 
of Canadian unity. In the 
1997 election, for instance, 
support for political parties 
fragmented along provincial 
lines. The Liberals took 101 
of the 103 seats in Canada’s 
largest and wealthiest prov- 
ince, Ontario, and won a 
handful in Quebec, the 
Atlantic provinces and Brit- 
ish Columbia. The Reform 
party won most of the seats 

* ~ % r*- “ -T«| 


in western Canada and none 
elsewhere, while the Bloc 
continued to dominate Que- 
bec. Atlantic Canada, the 
nation's poorest region, 
dropped its usual loyalty to 
the governing Liberals and 
voted for NDP candidates 
which promised to restore 
cuts in government spending 
that have particularly hurt 
the unemployed and those 
on social assistance. 

The provinces rightly 
point out none more force- 
fully than Quebec, that Ott- 
awa's balanced budget was 
achieved in good measure by 
cutting transfer payments to 
the provinces. As such, the 
always tenuous links 
between Ottawa and the 
far-flung regions have 
become even weaker. 

The regional tensions are, 
of course, most apparent in 
Quebec, where a party com- 
mitted to the province's sep- 
aration from Canada contin- 
ues to hold power, in a 


referendum on sovereignty 
held in 1995. the separatists 
came within a handful of 
votes of leading Quebec out 
of confederation. While the 
country has become almost 
inured to the threat of sepa- 
ration. there is no doubt 
that, in the short-run at 
least, it would be an eco- 
nomic and political disaster. 
A new saviour has emerged 
in the form of former Tory 
leader Jean Charest. who 
has taken over the Quebec 
Liberal party. Quebec, how- 
ever. is littered with the 
ashes of more than one fed- 
eralist saviour. 

But in the spring of 1998. 
most Canadians are not 
thinking of the problems 
that may loom ahead. Hous- 
ing prices are up. jobs are 
being created, and the coun- 
try's leading business group 
is trumpeting a "northern 
renaissance." After a rather 
grim decade, no one wants 
to rain on that parade. 
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Begin with a highly skilled workforce, add in attractive costs, set within a quality 
infrastructure, and you can see why companies like Nestle believe Ontario is a great place 
to do business. • CEO Frank Celia is quick to praise Canada's most populous province: 
“Ontario provides us with motivated employees who understand our business needs, plus 
a strategic location and highly efficient transportation links to facilitate exports." • As the 
world's largest food company. Nestle emphasizes quality in every aspect of its operations. 
No wonder they regard their manufacturing and distribution facilities here in Ontario as vital 
in providing food products to the North American and world market. • Witness the success 
of innovative foodservice programs like the Nestle Integrated Menu System. Developed 
by culinary experts here in Ontario. NiMS features a range of products designed to 
provide healthy, cost effective solutions to food operators across North America. 
• Costs are another prime consideration. According to a recent survey by KPMG Canada, 
Ontario outperformed seven leading industrial nations in Europe and North America as a 
place to expand an existing business, or start a new 
one, based on the costs of land, labour, construction /Awthh 

and financing. • To find why your chances for success V-X 
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have never been sweeter, call (416) 360-4647, — — 
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or visit www.ontario-eanada.com 
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ECONOMY • by Scott Morrison 

Fit enough 


to avoid nasty case of 


Fundamentals are 
good but 
weakness of 
currency remains 
a worry 

The Canadian economy has 
undergone a dramatic trans- 
formation since the early 
1990s. Hobbled by painful 
corporate restructuring and 
tight monetary conditions 
intended to tame inflation, 
the economy lurched out of 
the 199092 recession primar- 
ily on the strength of exports 
to the US. The outlook has 
improved significantly in the 
past two years, with a resur- 
gence of domestic demand, 
strong business investment 
and low interest rates. Cana- 
da's economy expanded 3.8 
per cent in 1997 and is poised 
to enter a period of sustain- 
able non-inflationary growth 
and falling unemployment 
amid a background of 


improving fiscal fundamen- 
tals. 

While economists have 
slightly reduced estimates in 
the wake of the Asian crisis, 
the IMF still expects Canada 
to lead 67 nations with 32 
per cent growth this year 
and 2LS per cent in 1999. 

The current strength of 
the economy has softened 
the impact of Asia's eco- 
nomic crisis, which has led 
to lower prices for natural 
resource exports. Business 
investment over the past 
four years has surged, par- 
ticularly for machin ery and 
equipment, and among 
energy groups developing 
additional heavy oil produc- 
tion capacity in Alberta. 

Foreign trade continues to 
account for roughly 40 per 
cent of GDP and the outlook 
remains positive given the 
strong performance of the 
US economy, Canada's pri- 
mary export market Statis- 
tics Canada reported that 


exports rose more than 7 per 
cent to C$302bn last year, 
although growing imports 
led to a deterioration of Can- 
ada's merchandise trade bal- 
ance to CS23bn. A key con- 
cern remains the country’s 
current account which after 
showing a small surplus in 
1996 registered a CSITbn defi- 
cit last year. 

Unemployment. too, 
remains a vexing problem 
for the Liberal government, 
despite the creation of about 
370,000 net new jobs last 
year. The jobless rate has 
fallen from 10 per cent in 
November 1996 to 8.5 per 
cent in March this year and 
economists forecast that it 
should fall to 7.5 per cent 
next year. Stubbornly high 
unemployment has, how- 
ever, contributed to rela- 
tively low labour costs, one 
of several reasons Canada 
has again become a pre- 
ferred location in which to 
conduct business. 


A recent study by KPMG 
concluded that low labour 
costs offset relatively high 
corporate taxes to make Can- 
ada one of the cheapest loca- 
tions among industrialised 
nations in which to establish 
and operate a manufacturing 
concern. Having slipped to 
16th in the World Economic 
Forum's competitiveness 
ranking s, Canada has since 
rebounded to fourth in its 
1997 report. Foreign direct 
investment grew to CSIS&bn 
in 1997. 

Much of the confidence 
shown in the economy is a 
result of several years of 
aggressive deficit cutting 
measures by the public sec- 
tor. Ottawa this year 
announced its first balanced 
budget in almost 30 years, 
while Saskatchewan. 
Ontario, Quebec and several 
other provinces have either 
brought deficit spending 
under control or are well on 
the way to doing so. 


The Bank of Canada has 
helped restore confidence by 
keeping inflation at the low 
end of its 1-3 per cent target 
band. Gordon Thiessen. the 
central bank's governor, last 

month said that while infla- 
tion will nudge towards 2 
per cent thfc year, the com- 
bination of the improved 
public sector fiscal situation, 
low inflation and the private 
sector's efforts to increase 
productivity has dramatic- 
ally improved the country's 
economic outlook. "I believe 
that those f undamentals are 
better in Canada now than 
they’ve been at any time 
since the 19605," he said. 

Virtually all regions of 
Canada will share in the 
country's good economic for- 
tunes. Growth in Ontario 
will be fuelled by the prov- 
ince’s manufacturing sector 
and Its construction boom. 
Large capital investments in 
heavy oil and petrochemi- 
cals. as well as pipeline 


expansion, residential con- 
struction and retail spending 

will contribute significantly 
to Alberta's strong economy. 

Quebec's economy contin- 
ues to be fuelled by its high- 
tech industries, such as aero- 
space. pharmaceuticals, bio- 
technology and electrical 
and electronic goods, much 
of which is destined for the 
strong US market 

Manitoba and Saskatch- 
ewan will see increased con- 
sumer spending and contin- 
ued investment in pipeline 
expansions, food processing 
and buoyant manufacturing 
industries. Energy' develop- 
ments. industrial growth 
and tourism will contribute 
to growth in the four Atlan- 
tic provinces. 

Difficulties in British 
Columbia’s key forestry sec- 
tor were exacerbated by eco- 
nomic troubles across the 
Pacific, but the effects of the 
Asian crisis will be partially 
offset by gains in the prov- 
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sure on the currency, includ- 
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QUEBEC • by Edward Alden 


ENVIRONMENTAL PRODUCTS ■ by Scott Morrison 


Charest: 
federalists’ 
big hope 



Closeness of last 
sovereignty vote 
sparked a new 
sense of maturity 
and realism 

In November of 1995, Canada 
came within 50.000 votes of 
beginning negotiations on its 
own dissolution. The near- 
miss in the referendum on 
Quebec’s sovereignty 
shocked the federal govern- 
ment. the rest of the coun- 
try, and even supporters of a 
separate Quebec. 

By a margin of just 0X6 
per cent, Quebeckers had 
voted to remain in Canada, a 
result so close it shook the 
country out of complacency. 

That may not be a bad 
thing. Since the near miss 
two and a half years ago, 
both sides in the 30-year-old 
conflict appear to have 
acquired a new maturity and 
realism. Ottawa has pursued 
a two-pronged strategy of 
trying to reassure Quebec 
that the French language 
and culture will not be 
threatened in a united Can- 
ada. while simultaneously 
ensuring the federal govern- 
ment will not be caught 
flat-footed if there is a suc- 
cessful referendum in the 
future. 

In Quebec City, the sepa- 
ratist Parti Quebecois gov- 
ernment is on the verge of 
tabling its first balanced 
budget, and is presiding over 
an economy that looks 
healthier than it has in 
decades. 

Ottawa has asked the 
Supreme Court to clarify the 
legality of separation under 
Canada's constitution, how 
large a majority would be 
required for a successful 
referendum, and which 
issues must be negotiated in 
the event of a vote to secede. 

While the move has 
angered many Quebeckers, it 
is extremely popular in the 
rest of the country, pleasing 
hardliners wbo talk about 
partitioning Quebec between 
French and English-speakers 
in the event of a ‘yes’ vote. 
The courts decision is expec- 
ted later this year. 

But Ottawa hopes those 
questions will be merely aca- 
demic. and its fortunes now 
rests with Jean Charest Mr 
Charest who is widely cred- 
ited with saving the federal- 
ist cause with a series of 
impassioned speeches in the 


dying days of the 1995 sover- 
eignty fight, has left the 
leadership of the moribund 
federal Conservative party to 
take over Quebec’s provin- 
cial Liberal party. His 
predecessor, Daniel Johnson, 
was eased out in part 
because Quebec business 
leaders became convinced he 
could not defeat the sover- 
eigntist leader of the Parti 
Quebecois, Premier Lucien 
Bouchard, in the next elec- 
tion. 

Mr Charest, in contrast, is 
leading Mr Bouchard in pub- 
lic opinion polls. 

The election promises to 
be one of the most dramatic 
in the province this century, 
pitting two former federal 
Tory cabinet ministers in a 
battle for the soul of Que- 
beckers. 

Mr Bouchard already 
appears a bit off-balance; he 
cancelled plans for an elec- 
tion call this year and is 
hinting he may not hold 
another referendum even if 
the PQ wins the next elec- 
tion. 

He is a skilled leader, and 
has tagged his opponent as 
the New Coke candidate - 
all marketing and no sub- 
stance. 

Mr Bouchard came to 
power, following the last ref- 
erendum. determined to 
bring the government’s bal- 
looning budget deficit under 
control 

In November 1996 he con- 
vened a summit of top busi- 
ness and labour leaders, wbo 
agreed to support a plan for 
eliminating Quebec's 
C$5.8bn budget deficit by 
2000. He has been able to cut 
government spending with- 
out alienating trade union 
supporters, in part by offer- 
ing generous early retire- 
ment packages for civil ser- 
vants. 

Business confidence in 
Quebec is gradually being 
restored. For the first time 
in decades, Statistics Canada 
is forecasting that non-resi- 
dential investment growth in 
Quebec will outstrip the 
Canadian average - 8.9 per 
cent compared with 6.7 per 
cent. Alcan Aluminium 
recently announced its 
intention to spend C$2JZbn 
building a new smelter in 
the Saguenay region. 

While the threat of 
another referendum re mains 
discouraging, the deficit 
reduction progr amm e has 
been looked on favourably 


by business, says Yvan 
Allaire, executive vice-presi- 
dent of strategy and corpo- 
rate affairs far Bombardier, 
the Montreal-based aero- 
space and transportation 
group. 

A January survey by the 
Conseil du Patronat, which 
represents Quebec's largest 
employers, found that 71 per 
cent thought economic con- 
ditions were good or very 
good, up from just 38 per 
cent a year previous. 

The Canadian Bond Rating 
Service last month revised 
its outlook for Quebec bonds 
from negative to stable. “It is 
not an upgrade yet, but it is 
a reflection of the fact things 
have stabilised,” says senior 
vice-president Dior Eats. 

Montreal, which lost its 
status as the country's finan- 
cial capital when political 
uncertainty drove many 
English-sp eaking businesses 
to Toronto, is staging a 
comeback. With encourage- 
ment from Quebec’s gener- 
ous tax credits for research 
and development, sectors 
such as transportation, aero- 
space, pharmaceuticals, bio- 


technology and software 
engineering are flourishing. 

Quebec, however, wifi still 
trail the rest of Canada with 
2J9 per cent growth this year 
and 10.6 per cent unemploy- 
ment. according to the latest 
forecast from the Royal 
Ban k of Canada. 

Mr Bouchard’s motives, it 
is recognised, are not incon- 
sistent with the Parti Qui§b§- 
cois' eventual goal of sover- 
eignty. "Deficit zero was a 
way of saying if we go and 
become sovereign we will 
not be strangled by the 
financial markets,’’ says 
Francois Valll an court, an 
economist at the University 
de Montreal In Quebec there 
is no strong fetish for a zero 
deficit. 

In the budget speech last 
month, finance minister 
Bernard Landry said the 
elimination of the deficit is 
an inescapable milestone In 
the realisation of Quebec’s 
other economic and social 
priorities. 

A revitalised economy 
might convince Quebeckers 
they should stick with Can- 
ada. Or it might persuade 


them they are strong enough 
to go it alone. Bat if it did 
nothing else, the 19% refer- 
endum should finally have 
convinced Canadians outside 
Quebec that the sovereignty 
issue will not go away. 

About 40 per cent of Que- 
bec's population, and 60 per 
cent of its francophone popu- 
lation, strongly supports a 
separate Quebec. And while 
a majority or Quebeckers say 
they do not want another 
referendum at this time, 
they also say they want con- 
stitutional changes to 
address Quebec's concerns 
within confederation, some- 
thing Ottawa probably can- 
not deliver. 

Under the right circum- 
stances, Mr Bouchard might 
win support from enough of 
the so-called soft nationalists 
to win a referendum and 
declare a sovereign Quebec. 
Equally, Mr Charest may be 
able to convince them that 
Quebec remains better off in 
a united Canada. 

Either way, the enduring 
question of Quebec’s place in 
confederation is unlikely to 
go away. 


Water expertise 
is crystal clear 


The sector's 
strength lies in 
purifying and 
recycling 
treatments 

Ballard Power Systems has 
recently emerged as one of 
Canada's most promising 
pioneers of environmentally 
sound technology. It has for 
the past decade worked to 
develop a commercially via- 
ble proton exchange mem- 
brane fuel cell an electricity 
generating device that uses 
hydrogen to power vehicles 
while emitting simple water 
vapour as exhaust 

The company has reduced 
the size oral cost of its fuel 
cell dramatically in that 
time, leading Firoz Rasul, 
Ballard's chief executive, to 
predict his company’s prod- 
uct will power mass pro- 
duced vehicles within a 
decade. 

Encouraged by Ballard's 
efforts. Ford and Daimler- 
Benz have in the past year 
invested about CSlbn in the 
company. 

Ballard is one of more 
than 4.000 companies that 
comprise Canada's environ- 
mental industry, which gen- 
erates annual revenues of 
between CSITbn and C$27bn. 
depending on whether prod- 
ucts such as green building 
materials are included. 

A knowledge-based indus- 
try that primarily comprises 
small and medium enter- 
prises (SMEsl with high 
export growth potential, 
Canada's environmental sec- 
tor embodies the characteris- 
tics which the government 
has identified as being 
important to the country's 
economic future. Industry 
Canada, the federal ministry, 
expects the sector to grow by 
about 4 per cent annually in 
the short term. 

The sector features tech- 
nologies that are primarily 
regulatory driven because 
they deal with contamina- 
tion reduction, but a grow- 
ing number of innovations 
and processes are reducing 
pollution and increasing 
industrial efficiency. 

The bulk of Canada's envi- 
ronmental technology 
groups work to Improve 
drinking water standards or 
recycle waste water. Trojan 
Technologies has captured 
at least 70 per cent of the 
international market with 
its ultraviolet water purifica- 
tion products. Zenon Tech- 
nologies has become a world 
leader with its membrane 
products to purify and recy- 


cle water. 

Other water treatment 
processes being developed In 
Canada Include wet air oxi- 
dation. which breaks down 
complex organic compounds, 
and biological nutrient 
removal which strips ph«s 
phorous and nitrogen from 
contaminated sources. 

Research and development 
grouts are also active tn 
solid waste treatment, while 
a smaller percentage of com- 
panies arc dedicated to 
reducing air pollutiun. 

Service and consulting 
groups make up between 
50-65 per cent of Canada's 
environmental industry - 

Some 50 per cent or the 
nation's environmental tech- 
nology industry is based in 
Ontario, which in recent 
years has been one of the 
more contaminated areas in 
North America. The prov- 
ince's close trading links tu 
the US. an important nutria* 
for Canadian environmental 
technology, has led industry 
analysts to forecast the pro- 
vincial sector will grow at a 
rate three times faster than 
Ontario's overall economy. 

Growth across Canada's 
environmental industry is 
forecast to grow strongly as 
a result of a number of 
developments. Recent inter- 
national agreements and 
more stringent national 
standards have prompted 
the private sector to begin 
investing in programmes to 
upgrade water treatment 
capabilities and prevent air 
contamination, offsetting a 
decline in public sector ini- 
tiatives. 

A significant opportunity 
stems from last year’s Kyoto 
Climate Change Convention. 
Canada pledged that 
between 2008 and 2012, it 
would have reduced green- 
house gas emissions by 6 per 
cent from 1990 levels, an 
ambitious target given that 
emissions have increased 
since the beginning of the 
decade. 

Hie ability of environmen- 
tal firms to grow will depend 
largely on their ability to tap 
a larger share of the 
USS450bn international mar- 
ket, of which Canadian com- 
panies have captured on esti- 
mated 3 per cent. In line 
with Canada's overall trad- 
ing pattern, some 80 per cent 
of environmental exports are 
destined for the US. Develop- 
ing nations moving to adopt 
green technologies, however, 
represent 80 per cent of the 
International market, which 
is seen as likely to expand to 
US$600bn by 2000. 

Cana di a n firms seeking to 


enter market* in Latin 
Amvrti’a and Asia will be 
chuttcugt*! bv Lum rivals 
m tin' US. Europe and 
J.ip.tn And financial! 
remains n significant lumUe 
for tin* riuHtsuMfc of SMBs 
thus v'otniinst 1 the Canadian 
Industry. Trade duvrkgmuttt 
iigmiaes such tin the Expert 
Development Corporation 
and the Canadian Cnmnftt- 
i-i.t! Corimr.it Ion provide 
financial and contractual 
support, hut the dependent 
of foreign affairs nttrf inter- 
national trails recognises 

that the smaller firms still 
ha\e difficulty developing 
tlu- ih-livm ami financing 
packages that would allow 
them to be more competitive 
with larger foreign rivals 
when bidding on large 8GT 
i but triin g-nperatr- transfer t 
projects abroad. 

The department's environ 
mental iiniUNlrips strategy 
includes several initiatives 
designed to help shaU- and 
medium seed environmental 
companies learn of' 'Interna* 
tional opportunities The 
government has begun 
riot eloping market intelli- 
gence reports for the indus- 
try and has trained consular 
staff to identify trade oppor- 
tunities. It also says it win 
support the establishment of 
alliances among SMBs with 
complementary strengths, nr 
between the public and pri- 
vate sector in order to 
enable the companies to 
become more competitive 
when pursuing International 
opportunities. 

But Ranald PortellL the 
president of the Canadian 
Environment Industry Asso- 
ciation. says federal officials 
have sent mixed signals 
about their commitment to 
promoting the sector. While 
the government in 1994 
pledged C8I5m for pro- 
grammes to develop infra- 
structure for the industry. 
Ottawa's failure this year to 
renew spending raised con- 
cerns among those involved 
in the sector. ' 

Industry leaders say they 
would like to see more envi- 
ronmental technologies com- 
panies benefit from , the 
Technology Partnership. Can- 
ada programme, a federal 
initiative which provides 
grants to bu'gh-tech firms 
that are repayable'oui of 
sales royalties. If any. But 
while additional government 
funding and environmental 
regulations would undoubt- 
edly provide impetus to envi- 
ronmental companies their 
prospects ultimately depend 
on their own abilities to gen- 
erate innovations. . 
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US-CAHADA TRADE * bv Edward Aiden 


The Canuck 
mouse roars 


MANUFACTURING • Scott Morrison 


Canadian doBar 
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Asian crisis 
contained, as 
exports to US 
continue their 
march upwards 

Canadians have long worried 
about their economic depen- 
dence on the United States. 
Former prime minister 
Pierre Trudeau once joked 
that living next to the US 
was like a mouse sleeping 
beside an elephant; if the ele- 
phant rolls over, the mouse 
gets crushed. 

In its most recent review 
of Canadian trade policy, the 
World Trade Organisation 
warned about the potential 
vulnerability of the Cana- 
dian economy deriving from 
such high reliance on one 
large trading partner. But 
when the Asian financ ial cri- 
sis hit last year, many Cana- 
dians breathed a sigh of 
relief that the country’s 
efforts to diversify its export 
markets have only been min- 
imally successful 

The country has escaped 
most of the adverse impacts 
of Asia’s collapse, largely 
because exports are booming 
to a US market that is enter- 
ing its eighth year of growth. 

Ten years ago last 
autumn, Canada took the 
gamble of renouncing its his- 
toric national policy of devel- 
opment behind a high tariff 
wall and entered into a com- 
prehensive free trade agree- 
ment with the US. That deci- 
sion was preceded and 
followed by a wrenching 
national debate which is 
only now subsiding: 

The result was to Anther 
cement Canada's already 
close trading ties with its 
huge neighbour to the south. 
Exports to the US rose from 
70 per cent of all Canadian 
sales abroad in the 1960s to 
80 per cent in the 1990s; in 
the largest province, 
Ontario, almost 90 per cent 
of its exports head south. 

In 1988, Canada exported 
C$l05bn to the US; last year 
it exported C*244bn, while 
over the same, period 


imports grew from C592bn to 
C$2i2bxL Since entering the 
free trade deal, Canada has 
become one of the world’s 
most enthusiastic supporters 
of trade liberalisation, pursu- 
ing agreements with Asia. 
Latin America and Europe. 

Canadian governments 
have encouraged companies 
to seek out new export mar- 
kets, carrying out high pro- 
file trade promotion mis- 
sions to Asia and Latin 
America. But the pull of the 
continental market contin- 
ues to dominate 

"The American market is 
the pre-eminent market In 
the world, " says interna- 
tional trade minister Sergio 
MarchL “It will continue to 
be for the foreseeable future. 
Everybody wants a piece of 
the American economic pie 
and the fact that Canada has 
preferential access is a tre- 
mendous advantage." 

Free trade with the US 
was driven by two goals: to 
ensure the periodic resur- 
gence of US trade protection- 
ism would not block Cana- 
dian companies from their 
most important export mar- 
ket, and to force Canadian 
companies to be competitive 
beyond the domestic market 

On the first goal, the 
agreement ban undoubtedly 
been a success. While Cana- 
da’s trade surplus with the 
US reached a record high of 
C$40bn in 1996, dipping 
slightly to C$3Zbn in 1967, 
trade friction between the 
tWO Countries is minimal 

The handful of trade dis- 
putes do not amount to 
much given the two-way 
trade of C$456bn in 1997. the 
largest between any two 
countries in the world. 

The main reason is the 
buoyant U& economy, which 
has dampened political pres- 
sures for imp ort-restri ctiug 
measures. But Barry Apple- 
ton, a Toronto trade lawyer, 
also credits the dispute set- 
tlement mechanisms set up 
under the 1994 North Ameri- 
can free trade agreement. 
Both governments are dis- 
couraged from impleme nt i n g 
measures that may violate 


the agreement because of 
the availability of binding 
dispute settlement mecha- 
nisms. 

But simmering disputes 
remain over softwood lum- 
ber and wheat exports, over 
Canada's high tariffs on 
dairy products, and on Cana- 
dian efforts to protect cul- 
tural products such as 
books, film. TV and maga- 
zines by discriminating 
against foreign content 

Like the European Union, 
Canada is also annoyed by 
US efforts to block invest- 
ment in Cuba. 

If the trade pacts have 
been successful at dampen- 
ing trade frictions, their 
impact on Canadian indus- 
try is less clear. Some 
observers say they have 
changed fundamentally the 
way Canadians do business. 
“The reality is our business- 
men have learned to trade 
by way of a North American 
platform," says Alan Alexan- 
dras, a principal with LBCG. 
a Toronto consulting firm. 

Certainly for those sectors 
protected by the highest tar- 
iffs. such as leather, furni- 
ture. textiles and clothing, 
adjusting to continental 
competition has been 
wrenching, though same 
have been remarkably adap- 
tive. The small apparel 
industry, for instance, 
shifted from producing 97 
per cent for the domestic 
market before the agreement 
to exporting 40 per cent of 
its production. While 
employment in the industry 
fen by a quarter from 1991 to 
1995, investment doubled to 
C$350m and productivity 
improved substantially. Most 
apparel firms now produce 
for specialised niche markets 
on a continental basis. 

Furniture production, 
which had already been fell- 
ing. dropped sharply from 
1968 to 1992, but since that 
tiwiA has outpaced its US 
competitors in productivity 
improvements, - and more 
than recovered its losses. . 
Other industries like petro- 
chemicals, pulp and paper, 
food processing, and tele- _ 
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cents in the late 1960s to 
US70 cents today, has more 
than blunted the effects of 
tariff elimination. 

In only three sectors - 
leather, furniture and cloth- 
ing - did the decline in the 
tariff rate exceed the depre- 
ciation of the r»nariian dol- 
lar. In every other major 
manufacturing sector, the 
study said, the industries 
were effectively more pro- 
tected today than they were 
before free trade. 

That conclusion may not 
bode well for Canada-US eco- 
nomic relations. “A cheap 
currency is in the long run 
simply self-defeating." says 
Mr Lester. "It stops you from 
making the necessary adjust- 
ments." 

But for now, Canadian 
exporters are enjoying the 
fruits of a low dollar, a 
booming US economy, and 
the opportunities opened up 
by the free trade agree- 
ments. “Ten years after, the 
Canadian public is prepared 
to say the deal has been 
good for our economy.” says 
Mr Marchi. “The country’s 
saying its been good for us. 
and now we're seeking out 
opportunities all over the 
world." 


communications and office 
equipment have also taken 
advantage of new export 
opportunities. 

A recent study on business 
location costs by KPMG Can- 
ada found Canada had a 5.4 
per cent cost advantage over 
the US across eight different 
industries surveyed. Includ- 
ing electronics, medical 
devices, pharmaceuticals, 
software and telecommuni- 
cations equipment 
But free trade has not had 
the expected effect of revers- 
ing the long relative decline 
in Canadian productivity. In 
a' study released last 
autumn, economists Jeff 
Rubin and John Lester of 
C1BC Wood Gundy con- 
cluded Canadian manufac- 
turing productivity has con- 
tinued to erode despite free 
trade, slipping from 95 per 
cent of US levels in 1984 to 
80 per cent in 1996. 

% you thought the free 
trade agreement would give 
stimulus to Canadian manu- 
facturers to reach US pro- 
ductivity levels, on that 
point it’s a failure, ” says Mr 
Lester. The reason, he con- 
cludes, is that the sharp 
depreciation of the Canadian 
dollar, which fell from US8S 


Industry enjoys best 
time for a long while 


Confidence and 
output are high. 
But productivity 
gap with US 
causes concern 

Canadian manufacturers in 
1997 enjoyed one of their 
best years in recent memory. 
Rising exports and a resur- 
gence in domestic demand 
enabled them to increase the 
value of shipments to a 
record C$435bn. while capital 
investment rose, capacity 
utilisation rates climbed and 
operating margins increased. 

The manufacturing sector, 
which contributes about IS 
per cent of Canada's gross 
domestic product, will this 
year continue to expand, 
although perhaps at a some- 
what slower pace as growth 
of the overall economy eases 
to about 3.2 per cent in 199S. 
The Alliance of Manufactur- 
ers & Exporters Canada 
(Amec), a trade association, 
forecasts the value of indus- 
trial output will increase by 
3.5 per cent this year, 
slightly higher than esti- 
mated overall GDP growth. 

While Canada's industrial 
base is slowly expanding 
across the country, output 
remains dominated by 
Ontario's automotive and 
auto parts manufacturers, 
which produce about 20 per 
cent of North America's 
vehicles. 

Producers of food and bev- 
erages, electronic equipment 
as well as wood and paper 
products comprise a signifi- 
cant component of the econ- 
omy's might. The aerospace 
industry is a key growth sec- 
tor. as are Quebec's pharma- 
ceutical and biotechnology 
producers. 

While Canadian manufac- 
turers have performed 
impressively in recent years 
and business confidence 
remains high, they are 
aware of the challenges they 
fece to remain globally com- 
petitive. A key concern is 
the productivity gap 
between Canada and the US. 

Canadian manufacturers 
boosted productivity by 
about 18 per cent in the first 
eight years following the 


implementation of free trade 
in 1959. but some economists 
contend the US has 
improved productivity more 
quickly. 

The productirity gap has 
become the subject of an 
unending debate in Canada, 
with some economists argu- 
ing that corporations have 
remained internationally 
competitive only because the 
Canadian dollar has gradu- 
ally weakened. 

John Manley, minister of 
industry, says Canadian cor- 
porations will remain com- 
petitive should the currency 
regain lost value, although a 
stronger Canadian dollar 
would clearly put pressure 
on manufacturers further to 
invest in productivity gains. 

He say's productivity gains 
have not been as great as in 
the US in receni years 
because Canada emerged 
more slowly from the 1990-92 
recession and investment in 
research and development 
has lagged behind that of the 
US. Exceptions to the rule 
include Northern Telecom, 
the world's sixth largest tele- 
communications equipment 
manufacturer 

Strong growth in pharma- 
ceuticals. biotechnology and 
the aerospace industry, led 
by Bombardier and Pratt £ 
Whitney, has also been the 
result of substantial R&D 
Investment. 

Amec has highlighted 
R&D as a top priority for 
manufacturers and the asso- 
ciation projects its members 
will this year spend 
CSIB.Sbn. a 7.5 per cent 
increase, on new technolo- 
gies. machinery and equip- 
ment. The federal govern- 
ment has since 1996 
contributed to R&D through 
its technology partnership 
programme, which invests 
CS250m annually in develop- 
ment projects undertaken by 
corporations in Canada. 

Some 50 per cent of funds 
have been directed to aero- 
space manufacturers. R&D 
tax credits have provided 
manufacturers with signifi- 
cant incentives, but they 
could become a contentious 
issue this year, given a 
recent report by a govern- 
ment commissioned business 


taxation c ommi ttee. 

It concluded corporate 
taxes must he significantly 
reduced to help Canadian 
firms remain internationally 
competitive. But Stephen 
Van Huutcn, Amec's presi- 
dent. says additional propos- 
als tn reduce existing R&D 
tax credits, as well as lower 
capital cost allowance rates, 
would offset much of the 
gains of lower taxes. 

Labour issues are also of 
concern to manufacturers. A 
recent report by the Confer- 
ence Board of Canada, a 
respected think tank, has 
warned corporations prepare 
for increased labour unrest 
over wages and workplace 
flexibility as unions react to 
recent economic growth. 

While union are expected 
to put pressure on manage- 
ments for substantia] wage 
increases and employment 
security provisions, corpora- 
tions will opt for modest 
wage increases and incentive 
plans contingent on finan- 
cial objectives being met os 
employers continue to focus 
on improving productivity 
while maim. lining a compet- 
itive market advantage. 

Another challenge for 
manufacturers will be to 
overcome a shortage of 
skilled labour, particularly 
among high technology com- 
panies that have begun to 
hold job fairs to attract 
employees. Computer soft- 
ware producers and other 
high-tech groups have had to t 
contend with US companies 
luring Canadian graduates 
with higher compensation! 
packages. Increasingly high- j 
tech automotive producers i 
face similar problems.: 
although they are finding 
that young workers are. 
growing averse to what is 
seen os “blue collar" work. 

Mr Manley says Canadian 
universities been unable to 
respond quickly to the 
demands of the increasingly 
high-tech global economy. 
Governments could eventu- 
ally ease the shortfall with 
additional funding, but the 
industry minister says cor- 
porations will ultimately be 
required to contribute for 
the education they require 
for their workers. 
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INVESTMENT INCENTIVES? 

Canada has a few... 




Annual after tax 
business cost savings 
of $1,000, 000 (US) 
per 100 employees 
compared to 
operating the same 
business in the U.S.A. 

41 cent R&D dollars. 

For details, fax your 
business card on 
letterhead to: 
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NAFTA is the Market. 
CANADA is the Location. 
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FINANCIAL SERVICES • by Edward Alden 


Merger wave hits cosy banking world 


Blockbuster deals 
put the sector 
under an 
intense political 
spotlight 

To merge or not to merge. 
That is the question con- 
fronting the Canadian finan- 
cial services industry and 
the federal government as 
this once stable and predict- 
able sector is being turned 
upside down by a wave of 
consolidation. 

On Janaary 23, the Royal 
Bank of Canada and Bank of 
Montreal, the country's sec- 
ond and third largest hanks , 
announced their intention to 
merge. Three months later, 
the largest and fifth largest 
banks, the Canadian Impe- 
rial B ank of Commerce 
(CIBC) and Toronto-Domin- 
ion Bank (TD), also unveiled 
merger plans. 

For a country where five 
large b anks have controlled 


more than 80 per cent of 
bank assets since the 1920s, 
two blockbuster mergers in 
three months was a shock. 
The federal government bad 

been in the midst of a 
leisurely consultation and 
review process which has 
now been put under an 
intense political spot lighL 

Jim Peterson, Canada's 
secretary of state for finan- 
cial institutions, says the 
mergers are one of the two 
or three most contentious 
issues facing the Liberal gov- 
ernment 

Canada's current policy, 
captured by the notion big 
shall not buy big, prevents 
the large banks from merg- 
ing without specific approval 
by the minister of finance. 
The government has made it 
clear it will wait until the 
report of a task force this 
September and subsequent 
public hearings before 
deciding on the two propos- 
als. 

To the banks, the mergers 


are a logical response to 
growing consolidation of 
financial institutions in the 
US and Europe. Some 40 per 
cent of their revenues are 
generated outside Canada 
and the banks feared they 
would simply be too small to 
compete with the giant insti- 
tutions being formed. While 
the merged Canadian banks 
would not be global giants, 
they would be highly com- 
petitive in some important 
niche markets. 

TD and CISC, for instance, 
woald be world leaders in 
discount brokerage and 
index f unds , and would be 

very competitive in high- 
yield bond issues. The Royal 
and Bank of Montreal are 
planning an aggressive 
acquisition strategy to make 
the merged bank a major 
player in US mutual funds. 

The mergers are defensive 
as welL Charles Bafllie. the 
chairman and chief execu- 
tive officer of Toronto-Do- 
m inion Bank who would 


head the new merged bank, 
says that without the CIBC 
partnership TD would have 
been vulnerable to a foreign 
takeover. “As Canada moves 
towards allowing more for- 
eign competition in its 
domestic market, at the size 
we were at we were more 
likely to be acquired than to 
be an acquirer. And I'd like 
to see us have Canadian 
headquartered banks.” he 
says. 

But to the government, the 
issue is by no means so 
straightforward. ‘There is a 
balance between the benefits 
of size in terms of interna- 
tional competition, which 
remain to be proven, and on 
the other side the absolute 
necessity of maintaining a 
reasonable level of domestic 
competition." says finance 
minister Paul Martin. 

The net result of the merg- 
ers would be two banks with 
somewhere between 60 and 
70 per cent of core banking. 

Canada, like most small 


industrialised countries, has 
long haft a concentrated 
banking system, and there 
are strong public fears of 
what even greater concentra- 
tion would mean. The finan- 
cial services industry as a 
whole is critical to the eccm> 
omy. accounting for 16 per 
cent of GDP, second only to 
manufacturing. 

Mr Peterson says the 
banks will have to meet a 
number of conditions far the 
government to look favoura- 
bly on the merger. These 
include maintaining 
branches in s mall towns, 
improving access for small 
depositors, strengthening 
lending to small busmsses 
and ensuring minimal job 
losses. 

Another likely quid pro 
quo for approval of the 
mergers will be to open the 
Canadian market more 
widely to foreign competi- 
tion. "It will be unfettered, 
and I really mean unfet- 
tered." says Mr Baillie. “And 


1 support that. I think we’ll 

be big enough that If we 
cant look after ourselves we 
shouldn’t be protected."’ 

Undo- the 1967 Bask Act; 
Canada forbids any single 
buyers ft acquiring winy 
than 10 per cent of a bank's 
shares, which protects them 
from foreign takeovers. 

Canada has gradually been 
opening its borders already. 
There are currently 46 for- 
eign banks with some pres- 
ence, the largest being the 
Hongkong Bank of Canada. 

MBNA, the huge Dela- 
ware-based credit card coot 
parry, has launched a foray 
into Canada, Fidelity Invest- 
ments is selling mutual 
funds and Wells Fargo is 
moving into cross-border 
lending. US 

s pitn lewang firms ^ domi- 
nate a market from which 
the hawbc are «eii«ipd 
Ottawa has also pledged to 
introduce legislation in the 
next several months allow- 
ing foreign banks to branch 


NATURAL RESOURCES • by Edward Alden 


Harder times 
for commodities 


Slumping Asian 
markets take toll 
on traditional 
backbone of the 
economy 

MacMillan BloedeL Canada’s 
largest forest products com- 
pany. set the tone for what 
much of the Canadian 
resource sector is facing this 
year. The beleaguered giant, 
hit by high wood costs and 
slumping markets in Asia, 
announced in January it was 
quitting unprofitable busi- 
nesses. cutting 2.700 jobs and 
restructuring its operations 
from top to bottom. 

The company took a 
C$340m after tax charge in 
1997 for the restructuring, 
then proceeded to sell off its 
paper operations this spring. 

Such aggressive moves 
may become increasingly 
common as' * Canada’s 
resource industries struggle 
to adapt to soft international 
markets. In contrast to Can- 
ada's booming manufactur- 
ing and service sectors, 
resource industries, tradi- 
tionally the backbone of the 
economy, are lagging. 

Lumber prices are 35 per 
cent lower than a year ago. 
pulp and paper prices are 
flat, mineral prices are gen- 
erally lower than any time 
since 1993, and oil, at less 
than S16 a barrel, has hit 
real price lows not seen 
since the mid-1960s. 

The decline in commodity 
prices, one of the major 
effects of the Asian financial 
crisis, has some Canadian 
resource firms shelving 
development plans. Inco, 
North America’s largest 
nickel producer, said last 
month it will go ahead with 
developing its Voiseys Bay 
nickel project, believed to be 
the largest deposit in the 
world, only if it makes eco- 
nomic sense to shareholders. 

A year ago nickel prices 
were near $3.70 per pound: 
today they are hovering near 
$2.40 per pound. At that 
price, a recent analysis by 
Goldman Sachs concluded 
that the project is no longer 
viable. 

Petro-Canada, one of the 


country’s largest integrated 
oil and gas producers, 
announced last month it will 
cut CS1.2bn in capital spend- 
ing for 1998 that was 
planned when a barrel of oil 
was more than $20. 

Bank of Canada governor 
Gordon Theissen said last 
month that low commodity 
prioes are a major reason for 
the continued weakness of 
the nnnarfian dollar, which 
hovers around US70 cents. 
He said that while there is 
some evidence of strengthen- 
ing commodity prices 
reflected in certain resource 
company stocks, this is by 
no means a certainty. A lot 
is going to depend on the 
situation in Asia. 

In oil and gas. the compa- 
nies hardest hit are those 
with si gnifi cant investments 
in off, particularly lower- 
priced heavy oil. said John 
Clarke, an analyst with 
Deutsche Morgan Grenfell in 
Toronto. The merge r frenzy 
of 1997 left several compa- 
nies with what now look like 
over-priced heavy oil buys, 
said Mr Clarke, including 
Ranger Oil’s purchase of 
Elan Energy. Gulf Canada’s 
acquisition of Stampeder 
Exploration and Pan-Cana- 
dian Petroleum’s takeover of 
CS Resources. 

Gas producers, in contrast, 
are poised for stronger 
growth. While gas prices are 
still off from 1996 highs, they 
have risen about 25 per cent 
from last autumn’s lows, and 
Canadian companies will 
gain new access to the huge 
American market when Alli- 
ance Pipeline completes its 
C$3.7bn link from northeas- 
tern British Columbia and 
Alberta to Chicago in 2000, 
which will carry 1.3bn cubic 
feet of gas daffy. 

Despite the short-term dif- 
ficulties. Canadian oil pro- 
ducers are continuing to 
forge ahead with long-term 
projects. Over the past two 
years, more than C$20bn In 
investments have been 
announced to develop Cana- 
da’s oilsands. thought to 
contain the largest oil depos- 
its in the world. 

The major players include 
Syncrude Canada, a consor- 
tium led by Imperial Oil. 


Petro-Canada and Canadian 
Occidental Petroleum, as 
well as Gulf and Suncor. Due 
to technological improve- 
ments, costs for extracting 
the oQ are now close to those 
for extracting conventional 
off. 

The C$3bn Sable gas proj- 
ect off Nova Scotia has been 
given government goahead 
and drilling is expected to 
start soon in pools thought 
to contain I42bn cubic 
metres of gas. Oil production 
began last autumn from the 
big Hibernia offshore field, 
near Newfoundland, and is 
expected to peak at 135.000 
barrels a day from a site esti- 
mated to contain 615m bar- 
rels of reserve. And con- 
struction will begin this 
autumn on the nearby 
C$2.6bn Terra Nova field, 
estimated to contain 360m 
barrels- Both projects are 
thought to be money-mak- 
ers, even at current prices. 

Mining, an industry in 
which Canadian firms are 
world leaders, is also going 
through bard times at home. 
Declines in the price of cop- 
per and nickel have hurt the 
earnings of Canada's mining 
giants, including Inco, 
Falconbridge, and Noranda. 

Cominco announced ear- 
lier this year it would get 
out of the nickel market 
entirely by closing its Glen- 
brook smelter in Oregon. 
Native land claims, which 
were bolstered by a key 
Supreme Court victory this 
spring, have made tenure 
less certain for some Cana- 
dian companies. 

Production of Canadian 
metals by value dropped For 
the second straight year in 
1997. and will likely drop fur- 
ther this year if prices do not 
turn around. “For the next 
two years 1 think most com- 
panies are going to find it 
relatively tough." says John 
Webster, chairman of the 
Canadian mining group for 
Price Waterhouse. 

But there are some bright 
spots. Canada is poised to 
enter diamond mining with 
a splash when the Ekatl and 
Diavik mines in the North- 
west Territories begin pro- 
duction, the first starting 
this autumn. The two mines 



Hibernia: the big field off Newfoundland started o3 production last autumn 


Routers 


are expected to produce 
about 10 per cent of global 
output and the prospects are 
rich enough that De Beers, 
the world’s top diamond 
marketer, recently opened a 
Vancouver office. New ura- 
nium mines in Saskatch- 
ewan are also poised to 
begin production soon. 

Barrick Gold, the gold pro- 
ducer which is Canada's 
largest minerals firm, turned 
In a strong year last year 
and even a stronger first 
quarter in 1998, largely on 
the strength of a hedging 
programme which has pro- 
tected the company from the 
decline in gold prices. 

While gold is at its lowest 
levels In a decade, at near 
$300 an ounce, Barrick has 
forward sold all of its pro- 
duction at $400 an ounce. 
Place Dome of Vancouver 
~hflR similarly benefited from 


a strong hedging pro- 
gramme. 

In forestry and forest prod- 
ucts, the companies hardest 
hit by Asia’s crisis have 
been British Columbia's 
coastal lumber producers. 
BC forest companies lost 
$C350m in 1997 and C$29Qnx 
in 1996. according to the lat- 
est figures compiled by Price 
Waterhouse. Harvest levels 
in BC are pr ed ic ted to hit a 
15-year low this year. 

Apart from the slump in 
Asian markets. BC coastal 
companies in particular have 
been hurt by inaccessible 
timber, high labour costs 
and a growing regulatory 
burden. 

But eastern Canadian for- 
est products companies have 
fared better than their BC 
counterparts. While profits 
at the 10 largest firms 
declined from C$40Tm in 


1996 to C$97m last year, 
earnings were up substan- 
tially in the fourth quarter, 
according to data ran^rflpri 
by Price Waterhouse. ' 

Abttibi-Consolidated. the 
world's largest newsprint 
producer, continued this 
stronger profit showing in 
the first quarter of 1998. 
Both newsprint consumption 
and prices are expected to 
rise modestly tins year. 
Investors are dearly expect- 
ing better times as well, hav- 
ing driven the Toronto Stock 
Exchange’s index up more 
than 20 per cent since the 
beginning of the year. 

While the slump in Cana- 
da’s resource industries is a 
serious one, it is not unusual 
in such highly cyclical 
industries. What is more 
noteworthy is . how little 
impact this slump bag bad 
on the larger economy. 


BRITISH COLUMBIA • by Edward Alden 


West coast loses some of its shine 


The province lags 
the recovery 
being made by 
rest of the 
country 

British Columbia has always 
been Canada's exception, a 
province of temperate, wet 
weather in a land of ice and 
snow, a landscape of moun- 
tains and rainforest in a 
country dominated by 
sweeping plains and granite 
shield. BC is also the coun- 
try’s exception economically. 
While most of Canada is in 
the sixth year of a healthy 
recovery, BC is languishing, 
bit by low resource prices, 
high taxes and a bad case of 
the ’Asian flu’. 

The situation was severe 
enough that earlier this, year 
BC’s premier, Glen (Hark 
Who beads the trade onion- 
backed New Democratic 
fterty, burled the to 

sit down with the province's 
top business leadens to hatch 
a plan to bring the good 
times back to BC. 


A series of meetings by the 
so-called powerbrokers 
group produced consensus 
on a modest package of tax 
cuts and regulatory roll- 
backs unveiled in the March 
budget But few think those 
measures will be enough to 
juxnpstart the economy. 

Stagnation is a rare experi- 
ence for a province that has 
prospered for years from its 
rich endowment of forests, 
fish and minerals, and an 
attractive climate that has 
made it a mecca for wealthy 
Asian immigrants. 

While central Canada suf- 
fered through its deepest 
downturn in half a century 
in the early 1990s, BC 
enjoyed steady growth. Now, 
with Canada anticipating 3 
per cent growth, the BC gov- 
ernment is forecasting just 
0.9 per cent, and most econo- 
mists think it could be even 
lower than that. 

Asia’s economic crisis hit 
BC harder than anywhere 
else in North -America. The 
province sends about 36 per 
cent of tts exports to Asia, 
compared with an average of 


8 per cent for the rest of the 
country. BC’s exports to. the 
region in January of this 
year were 18 per cent lower 
than in January 1997. 

Exports to Japan fell 27 
per cent in 1997, largely 
because of falling demand 
for BC lumber. South Kor- 
ean purchases of BC coal, 
minerals and pulp fell from 

$i06m in October. 1997 to 
$4lm in December. And 
exports to China declined 
steadily over the year. 

“Asia is the reason we’ve 
done better than the rest of 
Canada and it’s the reason 
why we’re slightly behind 
right now," Glen Clark said 
earlier this year. 

But BC’s difficulties 
appear to go well beyond the 
temporary downturn in 
Asian markets. Helmut Pas- 
trick, chief economist at the 
BC Central Credit Union, 
says there has been a steady 
deterioration in the prov- 
ince's terms of trade for the 
last several decades as com- 
modity prioes have weak- 
ened. 

The hardest hit sector Is 


pulp and paper, which at 
more than C$5bu annually is 
the province’s second largest 
export product. The total 
value of BC pulp and paper 
exports has not increased In 
a decade as new competitors 
from the US, Asia and Scan- 
dinavia have driven down 
world prices. 

In contrast, softwood lum- 
ber exports grew from less 
than $C5bn in 1990 to almost 
C$10t>n last year. But lumber 
exports have been hurt by 
the decline in the Japanese 
construction market, while 
sales to the US are con- 
strained under quota in an 
agreement reached two 
years ago to halt a long-run- 
ning trade battle. 

Mineral exports are also 
off significantly in the last 
decade and little new explo- 
ration is taking place. 
Tougher environmental 
restrictions, culminating in 
the government’s expropria- 
tion of the Windy Craggy 
mine in northeastern BC in 
1993. have driven many 
C anadian mining firms to 
seek out better opportunities 


Id Latin America and Asa. 

“The problem," says Mr 
Pastrick. “Is that we’ve 
become a high-cost producer. 
We’ve lost our competitive- 
ness. In lumbar, for instance, 
most of the easily harvested 
.wood has already been cut., 
forcing timber companies to 
seek out more remote, cost- 
lier supplies. That wood also 
tends to be located in more 
environmentally-sensitive 
terrain, increasing costs far 
compliance with environ- 
mental regulations.” 

Despite tbese difficulties, 
there are bright spots in 
BC’s economic performance 
and signs of better things to 
come. Movie-making, for 
instance, is expected to 
attract more than C860Qm to 
the province this year. The 
combination of a low- dollar, 
skilled film crews and attrac- 
tive natural settings has 
brought in a flood of Holly- 
wood producers. 

A small manufacturing 
sector is thriving on new 
export opportunities to the 
US opened up by the free- 
trade agreement. Exports of'. 


machinery and equipment 
were up 20 per cent last 
year. The diversity of small 
high-technology companies 
may c ontain another gom or 
two like Burnaby's Ballard 
Power Systems, which saw 
its share price rise to .C$188 
after agreements with" Ford 
and Daimler-Benz to develop 
foel-cell technology for the 
next generation of automo- 
biles. And tourism lias 
remained buoyant despite a 
drop in Asian visitors; 

Premier Clark has been 
travelling North America 
urging expansion of the. film 
industry, and trying to lure 
a major aluminium smelter 
with the offer of cheap elec- 
tricity. And while proximity 
to Asia is not a selling point 
at the m oment, ' BC . remains 
well -poised to increase 
exports to that region when 
the current crisis runs its- 
course... 

"We’re not In a crisis, but 
we are at a stage where 
g r o wt h is less than we want 
and where the perceptions of 
BC are not as good as they 
should be,” says Mr Clark. 


directly into Canada without 
first establishing fuUy-capi- 
taffaed subsidiaries. 

But foreign institutions 
alone will not take care of 
Ottawa’s concerns over com- 
petition. “Foreign banks 
come in, but are they going 
to open up branches In rural 
Alberta and rural Nova Sco- 
tiaT says Mr Martin. “They 
haven’t in other plac es ." 

The foreign presence in 
remains small, hold- 
ing a combined C$92bn in 
assets compared with 
C$l,l00bn for the largest 
banks. 

The hanks are not the only 
financial institutions facing 
major chang es. Canada’s life 
insu ranc e companies have 
also been following the 
lead of UK. American and 
Australian insurers in con- 
verting their mutual owner- 
ship structures to sharehold- 
ing. 

Canada's four large insur- 
ance firms - Mutual Life. 
Manulife Financial, Canada 


Life and Sun Life 
announced ih«r intention to 
demutualise. .. 

The companies !*a> 

new structure will give them 

the flexibility i» rater capital 
in equity markets iu order to 
expand more quickly inter- 
naily and through arqual* 
lions. , ... 

But demutualisation wilt 
not suddenly throw the 
insurance companies into 
the Tull fora? of international 
competition. The legislation 
permitting demutualisation 
spells out that the now insti- 
tutions must be widely held, 
a rule intended to prevent 
them from being takeover 
targets- 

Ottawa is currently writ- 
ing the regulations specify- 
ing just what widely held 
means, as welt as dealing 
with other issues such xs 
ensuring policy holders 
receive fair share value for 
their holdings. The regula- 
tions will be published in the 
next several mouths. 


ELECTRICITY* Scott Morrison 

Strong lure 
of markets 
to the south 


Resource-rich 
companies will 
need a stronger 
service ethos in 
order to prosper 

Provindally owned utilities 
have long enjoyed a special 
status in Canada. As de facto 
extensions of their govern- 
ments. the . utilities have 
enjoyed the benefit of pro- 
vincial debt guarantees and 
were given virtual monopo- 
lies within their jurisdic- 
tions. Mandates to service 
their entire territory com- 
pelled them to become some 
of North America’s largest 
generators. 

Such regulated environ- 
ments enabled them to 
thrive. Ontario Hydro was 
until recently considered one 
of the best nuclear power 
plant operators in the world. 
Hydro-Quebec and British 
Columbia Hydro are among 
the lowest cost producers in 
North America, with effi- 
cient hydroelectric projects. 

But the evolution of com- 
petitive energy markets in 
the US. and a 1996 ruling by 
the US Federal Energy Regu- 
latory Commission, is begin- 
ning to promote change In 
Canada. FERC’s Order 888 
has forced the utilities to 
open their transmission 
grids far wholesale use by 
third parties in order for the 
public companies to have 
reciprocal access to US mar- 
kets. . . 

Provinces have responded 
in varying degrees. Hydro- 
. Quebec and BC Hydro have 
opened their transmission 
grids and obtained licences 
to market electricity in the 
US, but they have not 
allowed retail access to com- 
petitors in their jurisdic- 
tions. Ontario Hydro, on the 
other ha nd, was initially 
denied a FERC licence but 
the province has since 
announced it will open its 
market to foil retail competi- 
tion by 2000. 

Within that context, 
Ontario Hydro is to be reor- 
ganised into a generation 
arm and a separate corpora- 
tion responsible for trans- 
mission, distribution, retail 
and operating contracts. A 
third branch, a non-profit- 
making independent market 
operator, would act as an 
impartial manager of the 
m a r k et system. The opening 
of Ontario’s market poses 
significant opportunities for 
foreign utilities, particularly 
those from the US. but as it 
is not yet known exactly 
bow the central market oper- 
ator win function, it is diffi- 
cult to envision how the sec- 
tor will evolve. 

Ontario Hydro sees itself 
becoming one of the dozen 
of so regional electricity 
powerhouses left standing 
once North American consol- 
idation is complete. Indepen- 
dent analysts and some 
employees, however, have a 
much different outlook for 
the utility, given that It 
must contend with revamp- 
ing its ailing nuclear divi- 
sion while preparing for 
upcoming market changes. 

The corporation shocked 
Industry observers and cus- 
tomers last year by announc- 
ing It would shut seven reac- 
ted that were deemed to be 
operating at minimally 
acceptable safety standards 
That raised many questions 
about'fbe state of the utili- 
ty's nuclear generation 




capacity. It is widely 
believed that the govern- 
ment would like to privatise 
its electricity assets, but 
public opinion has forced 
officials to delay such a radi- 
cal remedy. 

The company has said it is 
reviewing all offers from pri- 
vate investors, both domes- 
tic and foreign, that are 
interested in joint ventures. 
British Energy is one of sev- 
eral companies that have 
expressed interest in acquir- 
ing or managing Ontario 
Hydro’s nuclear assets. The 
Canadian utility has also 
said it would consider assets 
swaps with US counterparts 
in order to expand market 
base. Some industry sources 
say that Ontario Hydro’s 
generation assets would 
prove so inefficient In a com- 
petitive market that they 
wDiffd only attract buyers at 
bargain prices. 

Canada’s evolution 
towards competitive electric- 
ity and its integration into a 
wider North American mar- 
ket is seen as inevitable. 
Alberta, which has been at 
the forefront of electricity 
deregulation in Canada, 
recently passed a second bill 
designed to increase compe- 
tition. The latest bill will 
eventually do away with a 
price h ed gi n g system put in 
place when the province 
established a central pool to 
which all power generators 
sold and. from which resell- 
ers could buy electricity at a 
market rate. 

Industry observers expect 
Hydro-Quebec will become a 
si g nifi cant provider of elec- 
tricity in the northeastern 
US states. It has proven 
itself capable of g en erating 
low cost hydroelectricity and 
transmitting It over long dis- 
tances. The utility is review- 
ing opportunities to acquire 
natural gas fired generation 
capacity in New England to 
complement its hydroelectric 
supply to the US. BC Hydro 
says it intends to continue 
s ett i n g excess electricity to 
industrial users south of the 
border. 

But sceptics question 
whether Canada’s large pub- 
lic utilities can compete with 
more nimble US producers. 
Electricity is increasingly 
seen as a commodity in the 
US, while Canadian produc- 
ers remain bound by a cul- 
ture in which serving public 
needs is the dominant man- 
tra. And their large size will 
likely prevent them from 
moving quickly to respond 
to a changing market. 

"Can a provincial utility 
With 30,000 employees make 
it in the day-to-day competi- 
tive world? Probably not. 
The effective competitors 
tend to be quick and deci- 
sive," says Robert McCul. 
lough, a US energy consul- 
tant. 

But many Canadian gener- 
ators enjoy a fundamental 
competitive advantage. 
Alberta’s private generation 
companies have access to 
extensive natural gas depos- 
its, which are an important 
resource as the industry 
increasingly moves toward 
efficient natural gas fired 
Plante. Quebec and British 
Columbia enjoy a similar 
natural resource advantage 
with their access to cheap 
hydroelectricity. Ontario 
Hydro was once among the 
world’s most efficient 
nuclear generators, but the 
utility’s competitive advan- 
tage has become a liability. 
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TECHNOLOGY » by Alan n«r > 0 


A Gretsky-like power play 


The aim is to 
establish an 
economy firmly 
based on 
information 

Canada's grand strategy in 
high technology seems to 
have been borrowed from 
the fast-moving world of ice 
hockey. It is planning to ben- 
efit from the economic 
equivalent of the “Gretsky 
effect". 

Wayne Gretsky. a sports 
icon of unparalleled stature 
in hockey-mad Canada, 
made his name through 
skills which enabled him to 
anticipate the arrival of the 
puck ahead of the opposition 
and position himself accord- 
ingly. 

By placing an emphasis on 
information, lifelong learn- 
ing. the wired society and 
electronic commerce. Can- 
ada is hoping to benefit from 
the explosion of knowledge- 
based economies in the 2 1st 
century. 

A small but significant 
number of Canadian compa- 
nies are world leaders in the 
information revolution - 
Northern Telecom in tele- 
communications, Newbridge 
in data communications. 
Alias Wavefront and Softi- 
mage in three dimensional 
imaging. Geac Cognos and 
Corel in business software. 

Some are Canadian owned, 
some not It does not seem to 
matter as long as the basic 
research and development is 
carried out in Canada. 

Bernard Landry, minis ter 
for economics and finance 
for the government of Que- 
bec province argues: “1 
would not say it does not 
matter on a firm-by -firm 


basis, but if a US company Canarie’s networks, and 
“ U J S a Ca na d i a n company the partnerships that are 
and opens up an era of making them possible, are 
growth, then it is a plus." 

Canada already boasts one 
of the world's most advanced 
communications networks, 

CA*Net 2, which snakes 
some 6.000 kilometres from 
Vancouver to St John's. 

Newfoundland. 

Commissioned last year, it 
uses the advanced transmis- 
sion techn ology (ATM). 

“While others were wonder- 
ing how to do it, we went 
ahead and built it," says 
Andrew Bjerring, chief exec- 


symbolic of Canada's deter- 
mination to traverse the new 
millennium with an econ- 
omy as soundly based in 
information as it has been in 
lumber and min^i-alg 
John Manley. Federal Gov- 
ernment Industry Minister, 
says: “In the past Canada 
depended on natural 
resources. Now it has to 
make use of technology. We 
are growing rapidly in many 
areas, including telecommu- 
nications, aerospace, bio- 




economy even during Cana- 
da's prolonged recession in 
the early 1990s. 

Communications and 
co-operation, however, seem 
to come naturally to a 
nation whose 30m popula- 
tion is spread patchily along 
the narrow, habitable corri- 
dor dose to the shared bor- 
der with the US. Competitive 
instincts run deep as well 
Ottawa and Quebec City vie 
for the prestige of being con- 
sidered the heart of “Silicon 
Valley North". 

But Canada's giant neigh- 
bour across the border is the 



utive of the Canadian Net- 
work for the Advancement 
of Research, Industry and 
Education (Canarie). 

Canarle is an industry-led 
organisation of about 120 
companies, universities and 
public organisations commit- 
ted to promoting Canada’s 
information revolution. It 
will take the lead in the gov- 
ernment’s latest venture: the 
construction of the world’s 
“first all-optical broadband 
network", CA*Net 3. to be 
initiated this year. 

The government has com- 
mitted C$55m to the project, 
rather less than half the 
total. Canarie win find the 
rest 


technology and pharmaceuti- 
cals." 

The government's plans to 
create a wired society are 
most arresting. Mr Manley 
says: “By 2000. all communi- 
ties of 400 people or more 
can expect to be connected 
to the internet Already 90 
per cent of Canadian house- 
holds are passed by fibre 
optic cabling." 

The scale of the proposed 
transformation should not 
be underestimated- In 1995. 
the information technology 
industries contributed only 
6.8 per cent to Canada’s 
gross domestic product, 
although growth in areas 
outpaced other sectors of the 


NORTHERN TELECOM • by Alan Cane 


Faith placed in 
future of the Web 


The company is 
planning another 
transformation 
centred on 
the internet 

Northern Telecom, Canada’s 
leading communications 
group, has proved adept at 
corporate metamorphosis in 
pursuit of new opportunities. 
Now it is hoping to reinvent 
itself once more to exploit 
the explosive growth of the 
internet and the advent of 
the connected society. 

With more than a century 
of research and manufactur- 
ing experience, its place 
among the world's leading 
telecommunications compa- 
nies is assured. Nortel 
employs some 73,000 people 
worldwide. It turns over 
more than $15bn a year and 
spends more than $lbn on 
research aud development 
each year. 

Its headquarters in a for- 
mer switch factory Bramp- 
ton, Ontario, now remodel- 
led as a small town with 
streets, shops and municipal 
services, has become a place 
or pilgrimage for managers 
seeking an insight into Nor- 
tel's corporate culture. 

Until 1956. however, it was 
simply a medium-sized affili- 
ate r»f Western Electric 
which was itself part of 
AT&T of the US. 

After deciding to go its 
own way in technology, it 
made tbe prescient decision 
in 1975 to change over to 
fully digital switching 
systems. The move tot* it 
into the first rank of tele- 
coms manufacturers and 
gave it a reputation for inno- 
vation and enterprise. By 
198S. it had taken 42 per cent 
of the North American mar- 
ket for digital switches, 
against AT&T’s 42.6 per 
rent. 

It was a risky strategy. 
Peter Newman, in an official 
history of Nortel, describes 
the introduction of "Digital 
World" as a make-or-break 
decision that could have 
wiped out much-needed cash 
flow from existing products. 

Now under president and 
rhiof executive John Roth, 
the company is planning 
another transformation: 
“from Digital World to web- 
lone." He describes his task 
as; "How to make the experi- 
ence of the internet what it 
should be." . . 

■Hie challenge is substan- 
tial. The internet today is 
slow and insecure with ques- 
tionable economics. For a 
manufacturer, however, the 
maze for success Is substan- 
tial. Mr Roth points out that 
the tides of liberalisation 
and privatisation sweeping 
the world’s telecoms mar- 
kets are opening up new 
opportunities. 


"Globally, more will be 
spent on telecoms equipment 
during this decade than in 
the 122 years since the 
invention of the telephone,” 
he told a conference last 
month. “Almost as many 
new, significant public net- 
works will be bunt in the 
last half of the 1990s as have 
been built in tbe past hun- 
dred years." 

Most, iT not all, of these 
will be optimised far digital 
data, rather than analogue 
voice transmission. “Web- 
tone” is the Nortel argot for 
data networks callable of 
carrying internet traffic with 
the same reliability, integ- 
rity, security and capacity 
that is taken for granted in 
the voice transmission or 
“dialtone" world. 

Roth argues that webtone 



John Roth: new opport u nities 

will mean tbe immediate, 
instant availability of web 
pages, electronic mail, tele- 
conferencing, voice, text 
files, faxes, videos, home 
shopping and banking, inter- 
active games and, as he says, 
"every other kind of digital 
information.” 

The federal government 
shares his conviction and is 
pressing ahead with 
research into the problems 
that are likely to be created 
by widespread electronic 
commerce. These include the 
protection of personal infor- 
mation in the electronic 
shopping mall. Cryptogra- 
phy, which makes transac- 
tions secure but which can 
be used to shield criminal 
activity, is of particular con- 
cern. 

Without reliable telecom- 
munications. however, elec- 
tronic commerce win not be 
passible. Conventional tele- 
coms networks experience 
only a few seconds failure a 
year while data networks 

measure monthly downtime 
in hours. 

Mr Roth talks of building 
“solid, bullet-proof networks 
for data includin g internet 
and intranet traffic". • . . 

Douglas Petty, -director of 
internet telephony for Nortel 
points to the first fruits of 
the company's new engage- 


ment with the internet. 
Mi com Communications, a 
Nortel subsidiary, has 
launched a “gateway” obey- 
ing internet rules which 
enables companies to send 
voice and far over existing 
data networks to save on 
long-distance charges. 

Fresh out of the labs is 
“internet call waiting”, soft- 
ware that enables residential 
customers to make and 
receive telephone calls over 
a single line while remaining 
connected to the internet, 
and the internet “voice but- 
ton”, which Nortel describes 
as a bridge between the 
internet and the conven- 
tional telephone network. 

Customers visiting a web 
site click on tbe "button" 
icon to be connected directly 
by telephone to the site 
owner. 

In the UK, Nortel has been 
working with Norweb Com- 
munications on a technology 
for transmitting the internet 
into people's homes over 
electrical power lines. 

And it is damning a first 
for a lm bit per second 
modem service, offering an 
internet connection 17 times 
quicker than today's fastest 
conventional modems. 

Nortel Is not complacent 
about its internet activities. 
It is aware that its reputa- 
tion for prescience is not 
unscarred. It received a cor- 
porate fright when it almost 
missed tbe trend to wireless 
networks and mobile tele- 
phony in the late 1980s, and 
took time and effort to catch 
up. 

The company has also 
been slow to appreciate tbe 
value of entr ep re n eurial tal- 
ent within the company. 
Most of Canada’s communi- 
cations groups can trace 
their ancestry back to Nortel 
or one of its subsidiaries. 
The list includes Newbridge 
Networks. JDS Fitel, Corel 
and Mitel. 

Only recently has the com- 
pany started to emulate 
Newbridge, now its rival, in 
■maintaining an interest in 
spin-offs. Irving Erbert, 
vice-president for develop- 
ment says:. “We got smart 
and saw tbe way to increase 
our return was to spin off 
new companies but keep an 
equity stake. One of the first 
is Entrust Technologies, a 
specialist in encryption tech- 
niques." 

Nortel has its own. unique 
proving ground in Crystal 
Bay Telecom, a wholly- 
owned company providing 
voice and data services to 
more than 11,000 employees 
around its Ottawa laborato- 
ries. Almost all its new prod- 
ucts are tested on Crystal 
Bay's 20,500 lines around 
Ottawa. If Mr Roth’s vision 
of tbe fixture is faulty, his 
own employees will be tbe 
first to know. 


chief source of rivalry. In 
justifying the development 
of CA*Net 3. the government 
says it wifi “equip Canada 
with a coast- to-c oast, high 
performance network that is 
faster than its American 
counterpart". 

The US remains a ready 
market for much PamMflan 
production - including 
highly trained electronics 
and computer specialists. 
Canada is neither turning 
out enough graduates quali- 
fied in the information tech- 
nologies nor persuading 
enough of them to remain in 

Canaria. 

Exact numbers are diffi- 
cult to establish, but Cana- 


dian experts estimate about 
one third of each year’s crop 
of graduates finds its way to 
jobs paying twice as much in 
the US. Other inducements 
include lower taxes. 

Even if stories of Microsoft 
setting up a permanent 
recruiting base in the Uni- 
versity of Waterloo seem 
apocryphal, there is no 
doubt that a higher proper 
firm of graduates than Can- 
ada can afford take up jobs 
in the US- 

Some, of course, return, 
drawn back by what many 
argue is a better quality of 
life. As Bernard Landry of 
Quebec says: “It is not a 
catastrophe, because they 
come back." 

The government, however, 
is campaigning to encourage 
overseas high technology 
companies to establish them- 
selves in Canada, painting to 
advantages that include tax 
credits for research and 
development 

Quebec offers tax credits 
over anil above the federal 
level. Ericsson, the Swedish 
telecoms manufacturer, now 
has more than 1,000 employ- 
ees in the Montreal region. 
Lionel Hurtubise, the Cana- 
dian company's chief execu- 
tive says: “We are not con- 
sidered a foreign company in 
Montreal." 

A comparison of business 
costs in Canada and the US 
carried out by the consul- 
tancy KPMG showed that for 
every industry, overall costs 
are lower in Canada: 
"Income tax credits for 
research and development in 
Canada provide a significant 
cost advantage over those in 
US locations." 

Tax credits, a skilled work- 
force and spectacular scen- 
ery are the limits, however. 



Ckotsky: Canada's Mgh technology sector has taken a leaf out of the hockey star's book 


to which industry minister 
John Manley will go to 
attract high technology 
industries to Canada. He is 
not in the business of buying 
jobs. 


He says: “] am adamantly 
opposed to governments 
offering cheques to compa- 
nies to situate themselves in 
a country. It is not a pretty 
sight and I am strongly 


opposed to the practice.” 

“I do not think that a 
jurisdiction that attracts 
investment that way can 
provide a stable climate for 
technological development" 
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"Let us help you navigate the many 
opportunities Quebec has to offer as 
your next business location." 

Louis P. Granger 
Director, Foreign investment Service 


Quebec 


Outstanding business 
location factors: 

• A stable, highly educated, 
cost-effective workforce 

• Part of a market of 390 million 
people through NAFTA 


Quebec's first-rate high-tech 
environment: 

• A technological hub of 
knowledge-based industries 
such as aerospace, biotech- 
nology, telecommunications 
and multimedia 

• The industrialized world's 
best R&D tax treatment 



vest* Quebec 


Technology prosper 
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Tel.: (514)982-3011 
Fox: (514) 873-4503 
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COMMUNICATIONS* by Alan Cane . 

Sharing risks 
and rewards 


Bringtog the digital bare bones to Hfe. A stM from a Soft im age animation 

ANIMATION • by Alan Cane 


The very image of success 


An aptitude for 
graphics 

technology seems 
to be embedded 
in the psyche 

If it were not for the rows of 
high-performance workstat- 
ions. the darkened classroom 
would seem like something 
out of Charles Dickens 
rather than the leading edge 
of graphics technology edu- 
cation. 

Groups of students cluster 
round instructors in the 
warehouse- like room learn- 
ing bow to use powerful soft- 
ware to create the kind of 
animated, three dimensional 
images with which the world 
has become familiar since 
Jurassic Park and Titanic. 

This is Sheridan College. 
Oakville. Ontario, one of 
Canada's leading schools for 
technology-based graphics 
design. The students, mainly 
in their early 20s. come from 
all over the world. The clas- 
ses are. according to multi- 
media Instructor Ken 
Walker, subscribed twice 
over each year. 

The students pay their 
own way and exhibit a corre- 
sponding enthusiasm for 
their studies. The classroom 
remains open 34-hours a day, 
seven days a week and is in 
constant use. 

Sheridan s students repre- 
sent the practical conse- 


quences of one of Canada’s 
most potent technical 
strengths: computer imag- 
ing. The software tools they 
use are developed by compa- 
nies such as Montreal-based 
Softimage or Toronto-based 
Alias Wavefront. 

An ability to design 
graphic images for display 
on a computer screen seems 
to be embedded in the Cana- 
dian psyche. TV Ontario, a 
small public broadcasting 
service supported oo a shoe- 
string by the Ontario provin- 
cial government was 
awarded the Milia d'Or in 
Cannes this year for the best 
Interactive website for chil- 
dren. 

Why Canada should have 
this facility for screen-based 
images is not obvious. The 
software developed by Softi- 
mage or Alias Wavefront 
demands highly developed 
logical minds and more than 
a little advanced mathemat- 
ics: several of the centres of 
imaging excellence have 
gro wn up around university 
mathematics departments. 

There is also a theory, in 
Quebec at any rate, that the 
need to translate computer 
programs written in English 
into French played a big part 
in sharpening software 
skills. 

But chance clearly plays 
its part as well Softimage, 
for example, the best known 
of the country’s fleet of digi- 
tal media specialists was 


founded by Daniel Langiois 
in 1986. An artist and film 
maker interested in special 
effects, he found 1980s imag- 
ing software clumsy and dif- 
ficult - it was built to be 
used by engineers rather 
than artists. 

So Softimage was estab- 
lished in an 8ft by 10ft office 
in downtown Montreal and 
launched its first product. 
Creative Environment, now 
called Softimage 3D, in 1989. 

Today, behind a dingy 
entrance not far from the 
company's origins, some 150 
research and development 
engineers work in crowded 
but comfortable offices. The 
turning point was the pur- 
chase of the company in 1994 
by the US group Microsoft, 
the world's largest software 
house. 

Frederic Beaubien. the 
company's human resources 
manager says there were no 
negative points to the deal 
The workforce doubled, the 
group retained its autonomy 
and Softimage gained finan- 
cial security: “When you are 
selling Jaguars you need 
strong financial han king ." he 

says, comparing the small 
but lucrative market for the 
company's products with 
demand for expensive for- 
eign cars. 

Alias Wavefront takes the 
ownership question a stage 
further. It is a combination 
of two companies. Alias 
Research of Toronto and 


Wavefront Technologies of 
Santa Barbara, California, 
both acquired in 1995 by Sili- 
con Graphics, the US-based 
maker or the most popular 
workstations for graphics 
research and development 

It has offices in Canada, 
the US and Europe and 
employs some 600 people 
working in industrial design, 
video games and in the video 
and film market 

These flagships of Cana- 
dian screen imagery cannot 
rest on their laurels, how- 
ever. They are in competi- 
tion with numerous smaller 
companies on both coasts 
which are both inventive 
and able to sell their prod- 
ucts at a lower price. 

Softimage's animation 
tools sell for C$30,000 to 
C$80,000. Alias Wavefront's 
latest software, capable of 
conjuring up “the best dino- 
saur anyone can create 
today", according to the 
company’s Peter Rice, sells 
for a mere C$10,000. Both 
companies have had to 
reduce their prices to match 
the competition. 

Many believe that compa- 
nies like Softimage and Alias 
Wavefront have, of neces- 
sity, to form partnerships or 
alliances with bigger groups 
if they are to be successful 
outside Canada. 

Vic DiCiccio. vice-presi- 
dent, Communications Infor- 
mation Technology of 
Ontario, points to one possi- 
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ble reason for this. His 
organisation, based at the 
University of Waterloo, is 
designed to improve the 
area's information industries 
through university-industry 
research partnerships. He 
believes a key characteristic 
of the entrepreneur - the 
drive to amass wealth - is 
missing from many of the 
academics who have estab- 
lished commercial compa- 
nies to exploit their 
research. 

He adds that their primary 
motivation has been to see 
their research through to its 
conclusion, free of the con- 
straints of academia, rather 
than money. “These are 
reluctant entrepreneurs," he 
says. “They are more like 
missionaries, convinced they 
can solve the problem.’* 

It means, however, they 
develop niche products for a 
narrow market, and need 
outside support' “It has to 
come from a company with a 
letterhead," says Mr DiCic- 
cio. 

Nobody could accuse Don- 
nie Snow, vice president of 
McKenzie College, of a lack 
of entrepreneurial zeal. A 
private college, based in 
Halifax. Nova Scotia, 
McKenzie offers residential 
and distance learning 
courses in graphic design. 

Mr Snow, who has many 
conventional start-ups under 
his belt, founded the college 
as a business venture. He 
looks after the management 
side and leaves education to 
the educators. 

He is fascinated by the 
idea that eventually every 
written word will have to be 
available on the internet: 
"Our students are the ones 
that will design the pages. 
Everybody, every document 
in the world is going to be 
put on the Web and some- 
body has to put them on. It 
will be a phenomenal job." 

Between Mr Snow’s high 
technology concept of educa- 
tion and Sheridan College's 
rows of Silicon Graphics ter- 
minals. Canada's future in 
the graphics computer arts 
seems assured. 


Partnerships 
and alliances 
are essential to 
offset the small 
domestic market 

Canada’s communications 
and information technology 
sector is distinguished by 
partnerships and alliances 
ranging from the idealistic 
to the iconoclastic. 

These are critically impor- 
tant for entrepreneurial 
Canadian companies. The 
home market is too small to 
act as a springboard into the 
global pool. Once there, the 
protection and reassurance 
of a larger partner can make 
the difference between suc- 
cess and failure. 

On the other hand, even 
the largest companies, 
within Canada and outside, 
are finding it difficult to 
carry out research and devel- 
opment across the board. 
The range and speed of 
change are just too great 

Newbridge Networks, the 
data networking group 
which with revenue last year 
of C$li58bn is one of Cana- 
da's leading high-technologi- 
cal groups, has for the past 
six years been pioneering an 
innovative answer called the 
“ affiliat es strategy". 

Some 18 companies with 
combined animal sales of 
C$220m in the Kanat-a region 
of Ontario are members of 
the programme. Newbridge 
provides common services 
such as manufacturing, pay- 
roll and human resources to 
the group and holds a stake 
of between 25 and 49 per 
cent in each. 

Affiliates carry out their 
own research and develop- 
ment on topics which must 
be telecoms-related and syn- 
ergistic with Newbridge's 
own products. 

Risk is shared and the 
overall level of research and 
development increased. 
There is the potential signifi- 
cantly to reduce the time 
taken to bring new products 
to market. 

Affiliates include Time- 
step, which develops soft- 
ware guaranteeing the 
secure transport of data 
through a communications 
network. Crosskeys, which 
makes network management 
software, and Castleton, 
manufacturer of business 
multimedia access products. 

The programme incorpo- 
rates strict business disci- 
pline. In the first year of 
membership products are 
developed and brought to 
market By year three, solid 
revenues and profitability 
are expected with an initial 
public offering expected at 
an unspecified period after- 
wards. 

The market capitalisation 


of the affiliates programme 
is now C$l-£bn and it is 
attracting considerable inter- 
est from outside. 

Northern Telecom. New- 
bridge's much bigger rival, 
is starting a similar pro- 
gramme. 

To tbe east, in Halifax, 
Nova Scotia, the Telecom 
Applications Research Alli- 
ance (Tara) represents the 
Iconoclastic end of the spec- 
trum. Established in 1995. it 
is a unique combination of 
private voice and data net- 
working laboratory - with a 
C$7m Nortel DMS-100 voice 
and data switch as part of 
the fittings - and a funding 
and mentoring programme 
which ttirrre to bring together 
small and large firms. 

It Mtmg to make sufficient 
return on its investments in 
member projects to become 
self-sufficient by 2000. 

The Nortel switch, typical 
of the kind found in many 
North American networks, 
enables members to ensure 
their new telecoms applica- 

The market 
capitalisation 
of the 
affiliates 
programme is 
now C$1. 2bn 

tious will be compatible with 
the public system. 

The Canadian subsidiary 
of Cisco Systems, the US 
data networking group, has 
installed an Internet work- 
ing laboratory that will 
allow members to test inter- 
net or intranet applications. 

Tara is at its most icono- 
clastic. however, when decid- 
ing how to allot its invest- 
ment funds to members' 
projects. 

Decisions are made very 
quickly. A company will 
know within four to six 
weeks of application 
whether Tara intends to 
invest in it 

Essentially, the decision Is 
made by a tiny committee 
headed by Wayne Bussey, 
director of programmes and 
member services, after tbe 
applicants have endured a 
bruising few hours of inter- 
rogation. 

“We will make our deci- 
sion to go or not go in those 
two to three hours," says 
Brian Penney, Tara presi- 
dent “We have no interest 
in big, thick business plans. 
We think they are a waste of 
time.” 

All the visual aids the 
applicants are allowed is a 
few slides. A funding deci- 
sion has to go to Tara's 
investment committee but it 
has no power of veto. 


The return to Tara comes 
as royalties from commer- 
cialised products or equity in 
joint ventures. 

Scale and centralised deci- 
sion making can clearly play 
a part in innovation. The 
maritime province of New 
Brunswick on the eastern 
s eab oard is planning to cap- 
ture “more than its fair 
share’ of the fruits of the 
technology revolution 
through a far-reaching infor- 
mation strategy. 

It believes tbe information 
highway will make 
“have-not" jurisdictions 
competitive. It plans to 
export “New Brunswick in a 
Box" - the expertise to cre- 
ate and exploit clusters of IT 
companies - to the develop- 
ing world. 

The province has bad the 
advantage of an administra- 
tive system through which 
the provincial government 
has direct control of the 
schools, hospitals and gov- 
ernment services. 

It has been comparatively 
easy to decree that all tbe 
schools in the province 
should be connected to the 
internet. Similarly, wiring 
tbe province did not present 
a huge problem. 

Brian Freeman, director of 
the information highway 
secretariat, says: “There is 
more power at the end of a 
telephone line in a farm- 
house in New Brunswick 
than in the offices of most 
Wall Street brokers." 

The aim of the secretariat 
is to create 5.000 new jobs 
within five years in informa- 
tion technology in the prov- 
ince. 

The establishment of IT 
clusters, groups of compa- 
nies which foster the devel- 
opment of world class play- 
ers, Is at the heart of the 
scheme. 

An effective telecoms 
infrastructure is, of course, 
essentia] to underpin the ele- 
ments of New Brunswick’s 
strategy to build and deliver 
technology as an enabling 
tool for its citizens. 

This is provided by New 
Brunswick Telecoms, a “digi- 
tal midget" as it describes 
itself but the key to the prov- 
ince's tele-medicine, IT 
employment, tele-education 
and other networks. 

Mr Freeman points out 
that almost 50 administra- 
tions or representatives of 
foreign countries have vis- 
ited New Brunswick in the 
past 18 mouths, while every 
leading telecoms operator 
has visited NBTel. 

Now it is time, he says, to 
market New Brunswick as a 
model for developing coun- 
tries and as a “living labora- 
tory”. demonstrating the 
development of technology 
tools for the well being of its 
citizens. 


TELECOMMUNICATIONS • by Scott Morrison 


Race for market share 


Convergence is 
the name of the 
game as the 
market undergoes 
rapid change 

Canada's telecommun- 
ications sector is on the 
verge of a tremendous shake 
up that will force companies 
to converge technologies and 
consolidate market share as 
they battle to position them- 
selves in a rapidly changing 
market. 

The increasingly competi- 
tive nature of global tele- 
communications has begun 
to force Canadian groups to 
stake out larger markets in 
which they can offer a wider 
range of services. Tim num- 
bers of scenarios are infinite, 
given tbe number of compa- 
nies that provide local tele- 
phony, long distance, cable 
service, wireless communica- 
tions and internet access. 

“We are in an Industry 
that is looking for its future. 
We could be in confusion for 
many years," says Charles 
Sirols, chief executive of Tel- 
eglobe, the Canadian inter- 
national network operator. 

The structure of Canada’s 
telecommunications sector 
all but crumbled recently 
when Telus, the regional 
telephone service provider in 
Alberta, announced it was In 
talks to acquire AT&T Can- 
ada Long Distance Services. 
Had Telus acquired AT&T 
Canada, it would have taken 
control of a national fibre 
optic network through 
which to route its domestic 
long distance traffic, putting 
the Alberta carrier into 
direct competition with its 
Stentor partners. 

That would have signifi- 
cantly altered the 


long-standing agreement 
among Stentor companies, 
under which they operate 
exclusively within their ser- 
vice areas and cooperate on 
long distance traffic. 

Negotiations between 
Telus and AT&T subse- 
quently broke down, but the 
talks revealed cracks within 
the 11 member Stentor alli- 
ance of regional telephone 
co mpanies that many indus- 
try observers say are irrepa- 
rable. 

The ante was upped a few 
weeks later when Call-Net, 
the parent of Sprint Canada, 
launched a hostile C$1. fib n 
bid for Fonorola, the long 
distance carrier which ser- 
vices business and institu- 
tional customers. Fonorola 
has rebuffed the offer, but 
industry observers see these 
takeover moves as the first 
of many. 

Telecom share prices have 
soared in recent weeks as 
investors speculate who will 
move on whom. CIBC Wood 
Gundy, the Canadian broker- 
age, suggests that the first 
wave will include mergers 
and acquisitions among com- 
panies from different indus- 
try sectors, such as local and 
long distance service 
providers, followed by 
a second series of transac- 
tions as the larger groups 
expand into new markets 
such as cable television. 

The ultimate shape of Can- 
ada’s future telecommunica- 
tions sector wifi undoubtedly 
be shaped by the consumer’s 
need for quick, reliable and 
convenient access to voice, 
data and video communica- 
tions. Canada's telecom reg- 
ulators have moved reason- 
ably quickly towards 
Liberalising the industry, 
beginning with the deregu- 
lation of long distance ser- 


/ 


vice in 1992. That has led to 
a loss among Stentor compa- 
nies of almost 40 per cent of 
their long distance traffic to 
AT&T Canada, Sprint Can- 
ada and other smaller carri- 
ers. 

Upstart service providers 
pushing fix- a further regula- 
tory relaxation were 
■ rewarded in May 1997, when 
the Canadian Radio-Televi- 
sion and Telecommunica- 
tions Commission (CRTC1 
established regulatory guide- 
lines under which local tele- 
phone service providers, 
long distance carriers and 
cable television companies 
could compete in each oth- 
er’s market 

That ruling was recently 
expanded upon when the 
CRTC permitted telecommu- 
nications groups to bundle 
wireline and wireless ser- 
vices into a single package 
for consumers. 

Canada's large regional 
telephone companies, the 
former monopolies, are seen 
to be In the best position to 
take advantage of the emerg- 
ing opportunities. Dominant 
in local and long distance 
markets and in some cases 
highly profitable, they have 
the best foundation from 
which to build for the future. 
And regional carriers such 
as Bell Canada, the nation's 
largest, have the financial 
resources to make the aeces- 
sary investment and acquisi- 
tions. 

Some observers, however, 
suggest that the large carri- 
ers could be too large to 
respond quickly to moves by 
smaller, yet more nimble, 
competitors. Jean Monty, the 
new chief executive of BCE, 
Bell Canada’s parent 
recently said the telephone 
company will invest in new 
technology and focus 
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increasing revenues by pro- 
viding internet services, sat- 
ellite televirion and wireless 
communications to core resi- 
dential and business custom- 
ers. 

BCE will invest C$75Qm to 
launch a new national com- 
pany to provide hi gh speed 
data and internet service to 
business customers, a mar- 
ket it forecasts will g row to 
C$3bn by 200L These addi- 
tional services will be pack- 
aged under the familiar Bell 
name and provide users with 
a one-stop shopping alterna- 
tive. 

BCE's might is a disadvan- 
tage on the regulatory front 
Regulators would likely 
frown on any BCE takeover 
attempt that would increase 
its customer base, for 
that would run counter 
to the CRTCs aim of foster- 
ing competition in the sec- 
tor. 

BCE, however, hag not 
ruled out future acquisitions 
and some analysts suggest 
the company will eventually 
move into the US market 

Industry sources expect 
the sector will remain in flux 
for the next 24 months or so 
before three or four domi- 
nant carriers emerge. 

But aggressive price com- 
petition will continue as tele- 
communications groups seek 
to solidify their market posi. 
tions. 

Such a scenario will lead 
to cheaper rates for Cana- 
dian consumers, who have 
shown a willingness to 
change service providers 
when they can obtain lower 
rates elsewhere. 

It will clearly be a chal- 
lenging period for Canadian 
telecommunications compa- 
nies long used to a stable, 
comfortable operating envi- 
ronment. 
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